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WORKER RETRAINING 



TUESDAY, JUNE 11, 1985 

House of Representatives, 
SuBCX)MMrrTEE ON Employment Opportunities, 

CJOMMTITEE ON EDUCATION AND LABOR, 

Washington^ DC. 

The subcommittee met, pursuant to call, at 9:45 a,m., in room 
2261, Raybum House Office Building, Hon. Matthew G. Martinez 
(chairman of the subcommittee) presiding. 

Members present: Representatives Martinez, Hayes, Gunderson, 
and Henry. 

Staff present: Eric P. Jensen, acting staff director; Grenevieve 
Galbreath, chief clerk/staff assistant; Dr. Beth Buehhnann, Repub- 
lican staff director for education. 

[Text of H.R. 26 and H.R. 1219 foUow:] 

(1) 



ERLC 



5 



2 



I 



TH CONGRESS If T% t%g% 
IST Session 



To establish a system of individual training account* in the Unemployment Truit 
Fund to provide for training and relocating unemployed individuals, to amend 
the Internal Kevenue Code of 1954 to provide that certain contribution! to 
such accounts shall be deductible from gross income, and for other purposes. 



IN THE HOUSE OF REPRESENTATIVES 
Januaby 3, 1985 

Mr. Dubbin (for himself, Mr. Bobhlebt, Ms. Oakas, Mr. Dwyeb of New 
Jersey, Mr. Gbphabdt, Mr. Obbbstab, Mr. MacKay, Mr. Leland, Mr. 
Stokes, Mrs. Sohnbideb, Mr. Penny, Mr. Bobski, Mr. Weibs, Mr. 
WOLPB, Mr. NOWAK, Mn. Collins, Mr. McKinney, Mr. Vento, Mr. 
HiNALDO, Mr. Gabcia, Mr. Bates, Mi. SnOwb, Ms. Eaptub, Mr. 
Moody, Mr. Evans of Blinoii, Mr. Clinoeb, Mr. Wobtley, Mr. McKbb- 
NAN, Mr. Donnelly, Mr. AddabbO, Mr. Eoltbb, Mr. MavbOules, Mrs. 
Mabtin of Illinois, Mr. Towns, Mr. Weavbb, Mr. Kostmaybb, Mr. 
CONTE, Mr. VOLKMEB, Mr. GiNQBiCH, Mr. Edoab, Mr. GejdbnsOn, and 
Mr. Jeffobds) introduced the following bill; which wu referred jointly to 
the Committees on Education and Labor and Ways and Means 



A BILL 

To establish a system of individual training accounts in the 
Unemployment Trust Fund to provide for training and relo- 
cating unemployed individuals, to amend the Internal Reve- 
nue Code of 1954 to provide that certam contributions to 
such accounts shall be deductible from gross income, and for 
other purposes. 
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1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 8H0ET TITLE 

4 Section 1. This Act may be cited as the "National 

5 Individual Training Accoiuit Act of 1985*\ 

6 TITLE I— INDIVIDUAL TRAINING ACCOUNTS 

7 establishment op national indtstidual tbaining 

8 account pbogbam 

9 Sec. 101. (a) There is hereby established the national 

10 individual training account program (hereinafter in this title 

11 referred to as the "program**) to be administered by the Sec- 

12 retary of Labor and the Secretary of the Treasury in coopora- 

13 tion with the several States. The purpose of the program is 

14 to provide incentives to employers and employees to invest in 

15 a system of individual training accounts that shall be used to 

16 defray the costs of employee training in the event an employ- 

17 ee becomes or is about to become involuntarily unemployed. 

18 It is the intent of the Congress that — 

19 (1) the program be maintained as a voluntary 

20 system open to any employee and any employer of 

21 such employee who elect to participate in the program, 

22 and 

23 (2) amounts on deposit in individual training ac- 

24 counts bo invested in a manner that will yield a high 

25 return. 
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1 (b) The Secretary of Labor shall prescribe such regula- 

2 tions as may be necessary to administer the program in ac- 

3 cordance with this Act. 

4 (c)(1) The Secretary of Labor, on behalf of the United 

5 States, may enter into an agreement with any Stats, or with 

6 any agency administering the unemployment compensation 

7 laws of any State, under which such State or agency shall — 

8 (A) issue and redeem, as an agent of the United 

9 States, vouchers to pay training and relocation ex- 

10 penses in accordance with this Act; 

11 (B) accept contributions, as the agent of the 

12 United States, from employees and employem for de- 

13 posit into individual training accounts and aistribut6 

14 any amount in any such account at such times as any 

15 distribution from such account i.s authorized under sec- 

16 tion 103(b); 

17 (C) provide individual counseling or job and train- 

18 ing referral services to any participant in the program; 

19 and 

20 (D) cooperate with the Secretary of Labor, the 

21 Secretary of the Treasury, and any other officer of any 

22 agency of the Federal Government or any other State 

23 in carrying out the purposes of this Act. 

24 (2) The Secretary v"^f Labor shall provide such infonna- 

25 tion and shall detail, on a reimbursable basis, such personnel 



8 



5 



4 

1 as may be requested by any State to assist such State to 

2 establish a State individual training account program which 

3 n.eets the requirements of section 3310 of the Internal Eeve- 

4 nue Code of 1954 (as amended by section 202 of this Act). 

5 DUTIES OP THE seo:::etaby op labob 

6 Sec. 102. (a) The Secretary of Labor shall establish by 

7 regulations procedmes for conducting the following activities: 

8 (1) Acceptance and transfer of contributions for 

9 credit to any individual training account. 

10 (2) Acceptance and review of any application for a 

11 voucher for training and relocation expenses fiied by an 

12 individual who maintains a balance in an individual 

13 training account established for the benefit of such 

14 individual. 

15 (3) Eedemption of any voucher issued in accord- 

16 ance with section 103(d) for training or relocation 

17 expenses. 

18 (4) Acceptance and review of any application for 

19 any distribution under section 103(b) from any account. 

20 (5) Acceptance and review of any application re- 

21 lating to obtaining a certificate of eligibility for a train- 

22 ing program. 

23 (6) Keview and transfer of any information col- 

24 lected or determination made by any State or .person 

25 relating to any labor market, any training program, 

man 
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1 and any other factor which such Secretary may take 

2 into account for the purpose of any determination 

3 under this Act. 

4 (b)(1) The Secretary of Labor and the Secretary of the 

5 Treasury shall establish procedures, by regulations issued 

6 jointly by them, for cciiducting the following activities: 

7 (A) The transfer to the Secretary of the Treasury 

8 of any contribution for deposit in the Unemployment 

9 Trust Fund to the credit of any individual training ac- 

10 coimt and any related account. 

11 (B) The allocation and distribution among the sov- 

12 eral States of any amount credited to the individual 

13 training account administration account. 

14 (C) The allocation and distribution of any amount 

15 in any individual traiiiing account wnong any contribu- 

16 tors to such account pursuant to section 103(b). 

17 (D) The determination and collection of any 

18 excess amounts paid or distributed from any account 

19 established in the Unemployment Trust Fund under 

20 section 910 of the Social Security Act. • 

21 (2) The Secretary of Labor and the Secretary of the 

22 Treasury shall establish procedures, by regulations issued * 

23 jointly by them, for making a determination that any amount 

24 in any individual training account is incapable of being dis- 

25 tributed to any person entitled to such distribution. 
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1 DISTBIBUTIONS FBOM INDIVIDUAL TBAININQ ACCOUNTS 

2 Sec. 103. (a)(1) For purposes of this title, the term "eli- 

3 pble individual" means any individual who is involuntarily 

4 unemployed through no fault of his own. 

5 (2) Any eligible individual may withdraw from an indi- 

6 vidual training account established for the benefit of such 

7 individual — 

8 (A) such amount as is necessary to pay training 

9 expenses incuned by such eligible individual in a train- 

10 ing program determined by the Secretary of Labor, 

11 under section 104, to be an eligible training program; 

12 or 

13 (B) an amount not to exceed ? 1,000 to pay relo- 

14 cation expenses approved by the Secretary of Labor or 

15 the authorized agent of such Secretary under section 

16 105, with respect to such eligible individual. 

17 (3) If the employer of any employee certifies to the Sec- 

18 retary of Labor or the authorized agent of such Secretary 

19 that such employee will be discharged permanently within 

20 the six-month period beginning on the date such certification 

21 is submitted to the Secretary or such agent, ^nch employee 

22 shall be treated as an eligible individual as of such date if 

23 such employee would, but for the fact that such discharge has 

24 not yet occurred, be an eligible individual on such date. 

25 (b)(1) In the case of an employee who — 
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1 (A) voluntarily ceases to be employed by his em- 

2 ployer, or 

3 (B) involuntarily ceases' to be employed by such 

4 employer through the fault of sucH employee, 

5 an amount equal to the sum of any amounts contributed by 

6 such employer to an account established for the benefit of 

7 such employee shall be distributed to the employer from such 

8 account in the manner provided in paragraph (5). 

9 (2) In the case of an employee who retires from his em- 

10 ployment by his employer or who dies while employed, any 

11 balance in the individual training account established for the 

12 benefit of such employee shall be distributed from such ac- 

13 count among the contributors to the account (or the successor 

14 in interest to any such contributor) in the manner provided in 

15 paragraph (5). The employee's share of any balance in such 

16 account, in the case of an employee who has died before such 

17 distribution is made, shall be distributed to and included in 

18 the estate of such employee. 

19 (3)If— 

20 (A) any employee fails to contribute, for any cal- 

21 endar year, the minimum amount described in section 

22 8310(a)(4) of the Internal Kevenue Code of 1964 to an 

23 mdividual training account established for the benefit of 

24 such employee, or 
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1 (B) the employer of any employee referred to in 

2 subparagraph (A) fails to contribute, for any calendar 
.3 year, at least such amount to such account^ 

4 an amount equal to the sum of the amounts contributed by 

5 such employer to such account shall be distributed to the 

6 employer from such account in the manner provided in parar 

7 graph (5). 

8 (4) For purposes of this subsection^ an employee who 

9 ceases to be employed because such employee has become 

10 disabled (within the meaning given to such term by section 

11 72(m)(7) of the Internal Revenue Code of 1954) shall be 

12 treated as an individual who has retired. 

13 (5) In the case of any distribution under this subsection 

14 of any amount from the balance in an individual training ac- 

15 count, such amount shall be distributed among the contribu- 

16 tors to such account (or the successors in interest to any such 

17 contributor) who are authorized to receive such distribution 

18 under any paragraph of tliis subsection. Any division of the 

19 amount in any such account being distributed among such 

20 contributors shall reflect — 

21 (A) the amount of the net income of the account 

22 which is attributable to the contributions of each such 

23 contributor^ and 

24 (B) a proper allocation of any amounts previously 

25 distributed from such account for approved job training 
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1 or relocation expenses among the contributions which 

2 were made before any such distribution (including the 

3 net income of the account which was attributable 

4 to such contributions and was earned before such 

5 distribution). 

6 (6) For purposes of making any distribution under this 

7 subsection, the Secretary shall prescribe by regulations the 

8 manner in which any determination shall be made with re- 

9 spect to recognizing any person as the successor in interest to 

10 any employer in the case of any merger, acquisition, or liqui- 

11 dation affecting such employer. 

12 (c) No distribution from an individual training account 

13 shall be made unless — 

14 (1) application to the Secretary of labor, through 

15 a State public employment office or other agency, is 

16 made by the person seeking such distribution, and 

17 (2) such application is approved by the Secretary 

18 of Labor or an authorized agent of such Secretary in 

19 accordance with this title. 

20 (d)(1) The Secretary of Labor shall establish a voucher 

21 system for making distributions from individual training ac- 

22 counts ((ft training or relocation expenses. 

23 (2) A voucher issued to an eligible individual under such 

24 system to pay training expenses or relocation expenses shall 

25 be redeemed by a public employment office (or such other 

HR 26 nt 2 
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1 agency which the Secretary of Labor has approved under 

2 section 3304(a)(1) of the Intemal Revenue Code of 1954) for 

3 an amount not to exceed — 

4 (A) the face value of the voucher, or 

5 (B) the actual cost of such expenses, 

6 whichever is less, upon the presentation of such voucher to 

7 such office (or such agency) by the person who provided' or is 

8 providing the sei /ice for which such expenses were incurred. 

9 (3) No voucher issued to any eligible individual may be 

10 used to pay any expenses of any other individual. 

11 (e)(1) In the case of any payment or distribution to any 

12 person from any individual training account (or the individual 

13 training account insurance account in the Unemployment 

14 Trust Fund) in excess of the amount to which such person is 

15 entitled under this Act, such excess amount shall be declared 

16 by the Secretary of the Treasury (in such manner as such 

17 Secretary shall prescribe by regulations) to be an amount due 

18 such Secretary by such person. The Secretaxy of the Treas- 

19 ury shall prescribe by regulations the manner in which any 

20 such excess amount shall be repaid by such person or other- 

21 wise collected from such person. 

22 (2) Upon receipt of any repayment of an3rexce88 amount 

23 referred to in paragraph (1), the Secretary of the Treasury 

24 shall, subject to paragraph (3), credit the individual training 

ERIC 15 
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1 account of the individual for whose benefit such payment was 

2 made for the amoimt of such repayment. 

3 (3) To the extent any payment or distribution referred to 

4 in paragraph (1) gave rise to a debit by the Secretary of the 

5 Treasury of the individual training account insurance account 

6 in the Unemployment Trust Fund pursuant to section 

7 910(a)(3) of the Social Security Act, the Secretary of the 

8 Treasury shall credit such insurance account for so much of 

9 the amount of any repayment under this subsection as does 

10 not exceed the amount of any such debit. 

11 (0(1) If the redemption of any voucher issued under this 

12 section to pay the training or relocation expenses of any indi- 

13 vidual gives rise to a debit by the Secretary of the Treasury 

14 of the individual training account insurance account in the 

15 Unemployment Trust I\md pursuant to section 910(a)(3) of 

16 the Social Security Act, no additional voucher for such pur- 

17 poses shall be issued to such individual for any amount in 

18 excess of any balance in the individual training account es- 

19 tablished for the benefit of such individual at any time — 

20 (A) after the date of the redemption of the vouch- 

21 er which gave rise to such debit, and 

22 (B) before the end of the one-year period begin- 

23 ning on the date of the first contribution by such indi- 

24 vidual to the individual training account established for 
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1 his benefit after such individual obtained employment 

2 following such trainmg or relocation. 

3 (2) Notwithstanding subsection (a), no unemployed indi- 

4 vidual shall be treated as an eligible individual before the end 

5 of the one-year period beginning on the date of the enactment 

6 of this Act. Any unemployed individual who, but for the pre- 

7 ceding sentence, would be au eligible individual shall be 

8 treated during such one-year period as an employee who has 

9 voluntarily ceased to be employed by the employer of such 

10 individual. 

11 ELIGIBLE TEAINING PEOGEAMS; CEETIFICATION BY THE 

12 8ECEETAEY 

13 Sec. 104. (a) In the case of an application under section 

14 103(c) by an eligible individual for a voucher under section 

15 103(d) for a withdrawal from an individual training accjount 

16 to pay the expenses of training in any trade or occupation, no 

17 such application shall be approved by the Secretary of Labor 

18 or any authorized agent of such Secretary unless the training. 

19 program providing such training has been certified by the 

20 Secretary of Labor to be an eligible training program under 

21 this section with respect to such trade or occupation. 

22 (b) A training program shall be certified by the Secre- 

23 tary of Labor as an eligible trainmg program for purposes of 

24 section 103(a)(2) of this title and section 197(0(2) of the In- 
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1 temal Revenue Code of 1954 if tho Secretary determines to 

2 his satisfaction that — 

3 (1) the quality of such training program will be 

4 adequate and reasonable for the trade or occupation for 

5 which such training is being or will be provided; 

6 (2) subject to subsection (d), the trade or occupa- 

7 tion for which such training is being provided under 

8 such program is one which is likely to lead to employ- 

9 ment opportunities for the participant in such program; 

10 (3) the facilities and equipment to be used are 

11 suitable for such program and the instructors in such 

12 program are qualified to provide training in such trade 

13 or occupation; and 

14 (4) the training program meets such other require- 

15 ments as the Secretary may establish under the 

16 program. 

17 (c) The Secretary of Labor shall by regulation prescribe 

18 procedures governing the manner in which a program may be 

19 certified under subsection (b) as an eligible training program 

20 for purposes of this title. Such procedures shall provide for 

21 the following factors to be taken into consideration by the 

22 Secretary before making such certification: 

23 (1) The projections by the Bureau of Labor Stand- 

24 ards pursuant to section 462(a) of the Job Training 

25 Partnership Act with respect to future demand for the 
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1 


occupation for which training is being provided under 


2 


such training program. 


3 


(J; Ihe training and education requirements for 


4 


such occupation maintained by the Secretary of Labor 


5 


pursuant to section 462(b) of such Act, 


6 


(3) Information collected and maintained by a 


7 , 


State labor market information program referred to in 


8 


section 125 of such Act concerning education and 


9 


training supply support needs of the State within which 


10 


1 A • • • ■ 

such trauung program is situated. 


11 


(4) With respect to the quality of such training 


12 


prograna, any determination relating to such program 


13 


by the Secretary of Education, any State education 


1 A 


agency, any State agency which regulates or accredits 


15 


apprenticeship programs, any private industry organi- 


Id 


zation, any agency or organization which receives Fed- 


1*7 


eral financial assistance under the Jobs Training Part- 


18 


nership Act, or any nationally recognized accrediting 


19 


agency or association which the Secretary of Labor de- 


20 


termines to be reliable authority as to the quality of 


21 


traking offered. 


22 


(5) Such other factors as the Secretary of Labor 


23 


may determine to be ralevant to such certification. 


24 


(d) No trainmg program in low-wage industries where 



25 prior skill is typically not a prerequisite and labor turnover is 
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1 Mgh shall be approved by the Secretaiy as an eligible train- 

2 mg program for purposes of subsection (a). 

3 QUALIFDRD EELOCATION EXPENSES; APPROVAL BY THE 

4 SECEETABY 

5 Sec. 105. (a) In the case of an application under section 

6 103(c) by an eligible individual for a voucher under section 

7 103(d) for a withdrawal from an individual training account 

8 to pay relocation expenses incurred by such employee, no 

9 such application shall be approved by the Secretary of Labor 

10 or any authorized agent of such Secretary unless such Secre- 

11 tary or such agent determines that reimbursement from such 

12 account for such relocation is consistent with the purposes of 

13 this Act and the requirements of this section. 

14 (b) Subject to the dollar limitation contained in section 

15 103(a)(2)(B), the Secretary of Labor or any authorized agent 

16 of such Secretary may approve any application for a voucher 

17 to pay the costs incurred by an eligible individual for moving 

18 costs and such other reasonable costs incidental to the reloca- 

19 tion of such employee which such Secretary or such agent 

20 may designate. 

21 (c) The Secretary of Labor shall by regulation prescribe 

22 procedures governing the manner in which an eligible indi- 

23 vidual may be certified as eligible for relocation expenses 

24 under this section. 

^ •«»- 20 
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1 (d){l) No application for payment of relocation expenses 

2 of any eligible individual shall be approved by the Secretary 

3 of Labor or any authorized agent of such Secretary for the 

4 relocation of such individual outside the State m which such 

5 individual was last employed before the end of the thirteen- 

6 week period beginning on the date such individual was last 

7 employed. 

8 (2) No application described in paragraph (1) shall be 

9 approved after the end of the thirteen-week period referred to 

10 in such paragraph unless the public employment service of 

11 the State in which an eligible individual was last employed 

12 (or such other agency which the Secretary of Labor has ap- 

13 proved under section 3304(a)(1) of the Internal Eevenue 

14 Code of 1954) determines that no employment opportunity 

15 exists within such State in any trade or occupation of such 

16 individual. 

17 (3) Li the case of an eligible individual who was last 

18 employed in one State and during such last employment re- 

19 sided in another State — 

20 (A) paragraph (1) shall be applied so as to allow 

21 the payment of relocation expenses for the relocation of 

22 such individual within either such State during the 13- 

23 week period referred to in such paragraph, and 

24 (B) the determination under paragraph (2) shall be 

25 made with respect to employment opportunities within 
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1 both such States before &a application may be ap- 

2 proved for the payment of relocation expenses for the 

3 relocation of such individual to any place outside of 

4 both such States. 

5 INDIVIDUAIi TBAININQ ACCOUNTS ESTABLISHED AS SBPA- 

6 SATE BOOK ACCOUNTS IN UNBMPIOYMBNT TRUST 

7 FUND 

8 Sec. 106. (a) Title IX of the Social Security Act (relat- 

9 ing to miscellaneous provisions relating to employment secu- 

10 rity) is amended by inserting at the end thereof the following 

11 new section: 

12 "individual training and belated ACCOUNTS 

13 ' ESTABLISHED 

14 "Sec. 910. (a)(1) There shall be established in the Un- 

15 employment Trust Fund an individual training account for 

16 the benefit of each individual who elects to participate in a 

17 State individual training account program approved by the 

18 Secretary of Labor in accordance with section 3310 of the 

19 Intemal Revenue Code of 1954. No more than one such ac- 

20 count shall be established for the benefit of any individual. 

21 Each such account shall be maintained as a separate book 

22 account in the manner provided in section 904(e). 

23 "(2) Any amount received by the Secretary of the 

24 Treasury as a contribution to an individual training account 

25 shall be deposited in the Fund and, except as provided in 

22 



19 



ERIC 



18 

1 subsections (b)(2) and (c)(2), credited to such account. To the 

2 extent the credit of any such amount to such account would 

3 cause the balance in such account to exceed $4,CK)0, the 

4 amount of such contribution which would create such excess 

5 shall be promptly returned to the contributor of such amount. 

6 "(3) Upon receipt of notification from the Secretary of 

7 Labor of any redemption by any State of any voucher for 

8 training or relocation expenses of an individual for whose 

9 benefit an individual trafaiing account has been established, 

10 the Secretary of the Treasury shall— 

11 "(A) debit the individual trainmg account of such 

12 individual for such amount, and 

13 "(B) credit the State individual training account 

14 for such State for such amount. 

15 If the amount of any such redemption exceeds the balance 

16 maintained in such account and does not exceed $4,000, the 

17 Secretary of the Treasury shall debit the individual trainmg 

18 account insurance account for such excess amount. 

19 *'(4) Upon making a determination in accordance with 

20 procedures established pursuant to section 102(b)(2) of the 

21 National Individual Training Account Act of 1985 that any 

22 amount credited to any individual training account is incapa- 

23 ble of being distributed to any person entitled to such distri- 

24 bution under section 103(b) of such Act, the Secretary of the 

25 Treasury shall— 
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1 ''(A) transfer such amount from the Fund to the 

2 general fund of the Treasury, and 

3 "(B) debit the account for such amount. 

4 "(b)(1) There is hereby established in the Unemploy- 

5 ment Trust Fund an individual training account administra*- 

6 tion account. Such account shall be maintained as a separate 

7 book account in the manner provided in section 904(e). 

8 "(2) Of any amount received by the Secretary of the 

9 Treasury as a contribution to an individual training account, 

10 percent of such amount shall be credited to the individual 

11 training account administration account. 

12 "(3) Upon receipt of notice from the Secretary of Labor 

13 of any amount determined (in accordance with regulations 

14 promulgated pursuant to section 102(b)(2) of the National In- 

15 dividual Training Account Act of 1985) to be due any State 

16 for assisting such State to administer the individual training 

17 account program in such State, the Secretary of the Treasury 

18 shall— 

19 "(A) debit the individual training account adminis- 

20 tration account for such amount, and 

21 "(B) credit the State individual training account 

22 for such State for such amount. 

23 "(c)(1) There is hereby established in the Unemploy- 

24 ment Trust Fund an individual training account insurance ac- 
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1 count. Such account shall be maintained as a separate book 

2 account in the manner provided in section 904(e). 

3 "(2) Before the end of each fiscal year, the Secretary of 

4 the Treasury shall — 

5 "(A) debit each individual training account for 

6 $25, and 

7 "(B) credit the individual training acccmt insur- 

8 ance account for such amount. 

9 "(d)(1) There shall be established in the Unemployment 

10 Trust Fund a State individual training account for each State 

11 which participates in the national individual training account 

12 program. Each such account shall be maintained as a sepa- 

13 rate book account in the manner provided in section 904(e). 

14 "(2) At least once during each quarter of each fiscal 

15 year (or upon the receipt of a request for payment from the 

16 Qovemor or other chief executive of any State), the Secre- 

17 tary of the Treasury shall — 

18 **(A) out of any amount on depoiit in the Fund, 

19 pay to each State for which a State account has been 

20 established under paragraph (1) (or, in the case of any 

21 such request, such State) an amount equal to the bal- 

22 ance in the State account for such State, and 

23 **(B) debit such State account for such amount.". 

24 (b) Subsection (e) of section 904 of the Social Security 

25 Act is amended by striking out **and the railroad unemploy- 
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1 ment insiir^ce administration fund" and inserting in lieu 

2 thereof "the raihroad unemployment insurance adnunistration 

3 fund, the individual training account administration account, 

4 the individual trfuning insurance account, each individual 

5 training account, and each State individual training accoimt". 

6 TITLE n— AMENDMENTS TO THE INTERNAL 

7 REVENUE CODE OF 1954 RELATING TO INDL 

8 VIDUAL TRAINING ACCOUNTS 

9 SEa 201. APPROVED STATE INDIVIDUAL TRAINING ACCOUNT 

10 PROGRAM REQWRED FOR APPROVAL OF 

1 1 STATE UNEMPLOYMENT COMPENSATION LAWS. 

12 (a) In Geneeal. — Subsection (a) of section 3304 of the 

13 Internal Revenue Code of 1954 (relating to approval of State 

14 laws) is amended by redesignating paragraph (18) as para- 

15 graph (19) and inserting after paragraph (17) the following 

16 new paragraph: 

17 "(18) a State individual training account program. 

18 which has been approved by the Secretary of Labor 

19 under section 3310 is in effect in such State; and". 

20 (b) Conforming Amendment.— Paragraph (17) of 

21 such subsection (a) of such section 3304 is amended by strik- 

22 ing out "and" at the end thereof. 

23 (c) Effective Date. —The amendments made by this 

24 section shall apply to certifications of State laws for 1986 

25 and subsequent years. 
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1 SEC 202. STATE INDIVIDUAL TRAINING ACCOUNT PROGRAM 

2 REQUIREMENTS. 

8 (a) In Gbnbeal.— Chapter 23 of the Internal Eevenue 

4 Code of 1954 (relatmg to the Federal Unemployment Tax 

5 Act) is amended by redesignating sections 3310 and 3311 as 

6 sections 3311 and 3312, respectively, and by inserting after 

7 section 3309 the following new section: 

8 "SEC 3310. STATE INDIVIDUAL TRAINING ACCOUNT PROGRAM 

9 REQUIREMENTS. 

10 "The Secretary of Labor shall approve the individual 

11 training account program of any State which he finds meets 

12 the following requirements: 

18 "(1) The public employment agency of such State 

14 is authorized and required under the law of such State 

15 to act as the agent of the Secretaiy of Labor with re- 

16 spect to the administration of the National Individual 

17 Trainmg Account Act of 1985 to the extent required 

18 by such Act and any regulation promulgated by such 

19 Secretary pursuant to such Act. 

20 "(2) All public employment offices (or such other 

21 agency which the Secretaiy of Labor has approved 

22 under section 3304(aKl)) in such SUXe shaU accept 

23 money for deposit in an individual training account. 

24 "(3) Participation in such program shall be volun- 
^5 tary and open to any employee covered under the un- 
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1 


employment compensation laws oi such otate ana tne 


2 


employer of such employee. 


3 


"(4) An individual training account shall be estab- 


4 


lished under such program only if the employee for 


5 


whose benefit such account is established and the em- 


6 


ployer of such employee each agree to contribute to 


7 


such account, in each calendar year during which such 


8 


account is maintained, a minimum of — 


9 


"(A) $250, or 


10 


"(B) an amount equal to 0.8 percent of the 


1). 


wages paid by such employer to such employee 


12 


during such calendar year. 


13 


whichever is less, subject to the Imutation contamed m 


14 


section 910(a)(2) of the Social oecunty Act with re- 


15 


spect to accounts which have a balance of ?4,WU or 


16 


more. 


17 


"(5) Any voucher for training or relocation ex- 


18 


penses presented to any public emplo3anent office (or 


19 


such other agency which the Secretary of Labor has 


20 


approved under section 3304(a)(1)) m such State by the 


21 


person who provided the service for which such ex- 


22 


penses were incurred shall be paid by such State sub- 


23 


ject to reimbursement from the State individual train- 


24 


ing account for such State in the Unemployment Trust 
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Security Act. 
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Q 


employment. 


10 


"(7) Such State shall provide such cooperation to 


11 


other States as may be necessary to administer the 


12 


National Individual Training Account Act of 1985." 


13 


(b) Technical and Confobming Amendment. 



14 Subsection (j) of section 3305 of such Code is amended by 

15 striking out "section 3310" and inserting in lieu thereof 

16 "section 3311". 

17 (c) Olebicaj. Amendment.— The table of sections for 

18 such chapter 23 is amended by redesignating the items relat- 

19 ing to sections 3310 and 3311 as sections 3311 and 3312, 

20 respectively, and by inserting after the item relating to sec- 

21 tion 3309 the foUowmg new item: 

"Sec. 3310. SUt« mdividiuU tmnin^ account prognmi," 

22 (d) Efpectivb Date.— The amendments made by this 

23 section shall take effect on the date of the enactment of this 

24 Act. 
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1 SEC 203. DEDUCTION ALLOWED FOB CONTRIBUTION TO INDI- 

2 VIDUAL TRAINING ACCOUNT. 

3 (a) In GENBEAii.— Part VI of subchapter B of chapter 

4 1 of the Internal Bevenue Code of 1954 (relating to itemized 

5 deductions for individuals and corporations) is amended by 

6 adding at the end thereof the following new section; 

7 "SEC. 197. CONTRIBUTIONS TO INDIVIDUAL TRAINING 

8 ACCOUNT. 

9 "(a) Deduction Allowed.— 

10 "(1) Employee.— In the case of an employee, 

11 there shall be allowed as a deduction an amount equal 

12 to the sum of the contributions paid or incurred by the 

13 taxpayer in the calendar year in which the taxable 

14 year of the taxpayer begins to an Individual training 

15 account established for the benefit of such employee in 

16 the Unemployment Trust Fund in accordance with sec- 

17 tion 910(a) of the Social Security Act. 

18 "(2) Employer.— In the case of an employer, 

19 there shall be allowed as a deduction an amount equal 

20 to 125 percent of the sum of the contributions paid or 

21 incurred by the taxpayer in the calendar year in which 

22 the taxable year of the taxpayer begins to an individual 

23 training account established for the benefit of any em- 

24 ployee of such employer in the Unemployment Trust 

25 Fund in accordance with section 910(a) of the Social 

26 Security Act. 
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1 "(b) Limitation on Contbibution in Excess of 

2 Maximum Account BaJjANOB. — No deduction shall be al- 

3 lowed under subsection (a)(1) or subsection (a)(2) for anj con- 

4 tribution to an individual training account to the exterx such 

5 contribution would cause the balance in such account to 

6 exceed $4,000. 



7 "(c) Special Rxjleb.— 

8 "(1) Amoxjnts included in contbibution.— 

9 The amount of any contribution for which a deduction 

10 is allowable under subsection (a) includes — 

11 "(A) the amount credited to the individual 

12 training account administration account in accord- 

13 ance with section 910(b)(2) of the Social Security 

14 Act, and 

15 "(B) the amount credited to the individual 

16 training account insurance account in accordance 

17 with section 910(c)(2) of such Act, 

18 with respect to such contribution. 

19 "(2) Disallowance op any othee deduction 

20 FOB contbibution to individual tbainino ac- 

21 COUNT. — No deduction otherwise allowable under any 

22 other provision of this title shall be allowed with re- 

23 spect to contributions by an employer to an individual 

24 training account. 



ERIC '^^31 



28 



27 

1 ''(d) Caebyovbe op Ui^SED Deductions fob Em- 

2 PL0YBE8. — ^If the sum of any amounts allowable as a deduc- 

3 tion under subsection (a)(2) to any employer for any taxable 

4 year exceeds the taxable income of such employer for such 

5 taxable year (hereinafter referred to in this subsection as the 

6 'unused deduction year'), such excess shall be — 

7 "(1) a training account deduction carryback to 

8 . each of the 3 taxable years preceding such unused de- 

9 duction year, and 

10 "(2) a training account deduction carryforward to 

11 each of the 3 taxable years following such unused de- 

12 duction year. 

13 The entire amount of the unused deduction for an unused 

14 deduction year shall be carried to the earliest of the 6 taxable 

15 years to which (by reason of the preceding sentence) such 

16 unused deduction may be carried and then to each of the 

17 other 5 taxable years to the extent that such unused deduc- 

18 tion exceeds taxable uicome for a preceding taxable year to 

19 which such unused deduction may be carried. If any portion 

20 of such unused deduction is a carryback to a taxable year 

21 beginning before the effective date of this section, this section 

22 shall be deemed to have been in effect for such taxable year 

23 for the purpose of allowing such carryback as a deduction 

24 under this section. 

25 "(e) Tax Tbeatment op Distbibutions.— 
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"(1) In QBNBBAii. — ^Any amount paid or distrib- 
uted out of tsa individual training account shall be in- 
cluded in gross income of the payee or distributee for 
the taxable year in which the payment or distribution 
is received to the extent that such amount represents 
the return of contributions by such payee or distributee 
to such accoun' for -which a deduction was allowed 
under subsection (a), including interest accrued in such 
account and attributable to any such contribution. 

"(2) DlSTEIBUTlON USED TO PAY TRAINING OE 

EELOOATlON EXPENSES. — Paragraph (1) shall not 
apply to any payment or distribution out of an individ- 
ual training account to the extent such payment or dis- 
tribution is userl to pay training or relocation expenses 
approved by the Secretary of Labor (or an authorized 
agent of such Secretary) with respect to the employee 
for whose benefit such account has been established. 

"(3) Excess conteibutions eetubned 
BEFOEE DUE DATE OF EETUBN. — Paragraph (1) shall 
not apply to the distribution of any contribution paid by 
any person in any calendar year to an individual train- 
ing account to the extent that such contribution ex- 
ceeds the amount of the limitation contained in subsec- 
tion (b) with respect to any contribution to such ac- 
count if— 
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1 "(A) such distribution is received on or 

2 before the day prescribed by law (including exten- 
8 sions of time) for filing such person's return of 

4 income for the taxable year which began in such 

5 calendar year, 

6 "(B) no deduction is allowed under subsec- 

7 tion (a) with respect to such excess contribution, 

8 and 

9 "(0) such distribution is accompanied by the 

10 amount of net income attributable to such excess 

11 contribution. 

12 Any net income described in subparagraph (C) shall be 

13 included in the gross income of the person for the tax- 

14 able year which began in the calendar year in which 

15 such excess contribution was made. 

16 "(4) Denial of double benefit. — No deduc- 

17 tion shall be allowed imder section 217(a) for costs in- 

18 curred by any employee described in paragraph (2) of 

19 this section to the extent that such costs were paid by 

20 ?ach employee with the proceeds of any payment or 

21 distribution to which such paragraph (2) applies. 

22 "(0 Definitions.— For purposes of this section— 

23 '*(1) Tbaininq expenses befinbd.— The term 

24 'training expenses' means — 



er|c '84 



31 



1 



30 

"(A) tuition and fees required for the enroll- 

2 ment or attendance of an employee in an eligible 

3 training program, and 

4 "(B) books, supplies, or equipment required 
for enrollment in such program and supplied 

6 through such program. 

^ "(2) Eligiblb tbadong peogeam defined. — 

8 The terra 'eligible training program' means a traimng 

9 program approved by the Secretary of Labor under 

10 sec^tion 104(b) of the National Individual Training Ac- 

11 count Act of 1985. 

12 "(3) Relocation expenses defined.— The 
18 term 'relocation expenses' means any expense de- 

14 scribed in section 217(b) which has been approved by 

15 the Secretary of Labor (or an authorized agent of such 

16 Secretary) under section 105(b) of the National Indi- 

17 vidual Training Account Act of 1985. 

18 "(4) Employee defined.— The term 'employer' 

19 has the meaning given to such term by section 

20 3306(a). 

21 "(5) Employee defined.— The term 'employee' 

22 has the meaning given to such term by section 

23 3306(i)." 

24 (b) Clerical Amendment.— The table of sections for 

25 part VI of subchapter B of chapter 1 of such Code is amend- 

•■2SBI 



er|c '85 



hminniiinrfTuaaa 



82 
31 

1 ed by inserting after the item relating to section 196 the 

2 following new item: 

"See. 197. Contribution to indirlduAl tmning account." 

3 (c) Effective Date. — The amendments made by this 

4 section shall apply to contributions to individual training ac- 

5 counts made after December 31, 1984, in taxable years 

6 ending after such date. 

7 SEC. 204. NO REDUCTION IN FEDERAL UNEMPLOYMENT TAX 

8 IN CASE OF LARGE EMPLOYER WHO REFUSES 

9 TO PARTICIPATE IN PROGRAM. 

10 (a) In General.— Chapter 23 of the Internal Revenue 

11 Code of 1954 (relating to the Federal Unemployment Tax 

12 Act) is amended by inserting after section 3303 the following 

13 new section: 

14 "SEC 3303A. NO REDUCTION IN TAX IN CASE OF LARGE EM- 

15 PLOYER WHO REFUSFS TO PARTICIPATE IN NA- 

16 TIONAL INDIVIDUAL TRAINING ACCOUNT 

17 PROGRAM. 

18 "(a) In General.— In the case of any large employer 

19 which refuses to enter into an agreement described in section 

20 3310(4) at the request of any employee in any calendar year 

21 with respect to which such employer would otherwise be *sub- 

22 ject to the tax imposed under section 3301 at the rate de- 

23 scribed in paragraph (2) of such subsection, such employer 

24 shall be subject to such tax with respect to such calendar 

25 year at the rate described in paragraph (1) of such section. 
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1 "(b) Labgb Employee Defined.— For purposes of 

2 subsection (a), the term iarge employer' means any employer 
S (within the meaning given such term by section 3306(a)) 

4 which during the calendar year employed an average of not 

5 less than 25 employees." 

6 (b) Cleeical Amendment.— The table of sections for 

7 such chapter 23 is amended by inserting after the item relat- 

8 ing to section 3303 the following new item: 

"Sec. 330SA. No reduction m Ux m case of largo emplojrer y/ho re< 
hues to participate in n&tional individutl tn!nin|^ ac- 
count program." 

9 (c) Effbctivb Date. — The amendments made by sub- 

10 sections (a) and (b) shall apply to calendar years beginning 

1 1 after December 31, 1986. 

12 (d) APPEO?ErATlON OF AMOUNTS AtTEIBUTABLE TO 

A3 THE Operation of Section 3303A(a) of Such Code. — 

14 For the expense of administering the Federal-State employ- 

15 ment service, there is hereby appropriated to the Secretary of 

16 Labor for each fiscal year ending after January 1, 1986, an 

17 amount determined by the Secretary of the Treasury to be 

18 equivalent to percent of the amounts received in the gen- 

19 eral fund in the Treasury which are attributable to the oper- 

20 ation of section 3303A(a) of the Federal Unemployment Tax 

21 Act (relating to denial of reduction in tax rate in case of large 

22 employer who refuses to participate in the national individual 

23 training account program). 

O 
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99THCONQRESS YJ' n i OIA 
18T Session H, K. LAlU 

To provide incentlvos for worker training through both employer And individual 
initiAtive end to require the Secretary of Labor to study the feasibility and 
cost of a national job bank. 



Df THE HOUSE OF BEPEBSENTATIVES 

Februaiy 21, 1985 
Mrs. JouNSON (for htr^lf, Mr. Clikqib, Ms. EaptuBi Mr. Ford of Tennessoei 
Ml*. BiKBUTEB, Mr. BuAA, LIrs. Coluns, Mr. Contk, Mr. CououiiiN, Mr. 
DbWinb, Mr. EittKBON, Mr. FauntbOt, Mr. Fiblds, Mr. Fish, Mr. 
Oabcu, Mr. HoBTON, Mr. LaqomabsinOi Mr. Lbaoh of Iowa, Mr. 
McDad», Mrs. Mabtin of Blinoii, Mr. MoKebnan, Mr. MgKinnbt, Mr. 
MiCHSL, Mr. Moody, Mr. Mobbison of Wulungton, Mr. Niblson of Utah, 
Ms. Oaxab, Mr, RnKis, Mr. Rose, Mr. Rowland of Connecticut, Mi. 
SnOwb, Mr. Stokbs, and Mr. Wsbeb) introduced the following bill; which 
was referred jointly to the Committees on Education and Labor and Wayi 
and Meana 



A BILL 

To provide incentives for worker training through hoth employer 
and individual initiative and to require the Secretary of 
Labor to study the feasibility and cost of a national job 
bank* 

1 Be it enacted by the Senate and House of Representa- 

2 iivea of the United States of America in Congress assembled, 
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1 8H0BT TITLB 

2 Section 1, This Act may be cited as the ''National 

3 Trainmg Incentives Act of 1985". 

4 CONQBB88IONAL DEOIiABATION OP POLIOY 

6 Sec. 2. The Congress declares that it is the continuing 

6 policy and responsibility of the Federal Government to foster 

7 cooperation between employers and emjdoyees in order to 

8 promote training programs which will assist employees, 

9 should they be displaced from the work force, to be trained 

10 for a trade or occupation for which employment opportunities 

1 1 exist and are likely to continue to exist in the future. 

12 OONOBSSSIONAL FINBmGS 

13 Sec. 8. The Congress finds that— 

14 (1) existing employment and training programs 

15 are directed primarily to economically and culturally 

16 disadvantaged individuals and do not address the needs 

17 of vast numbers of individuals who are currently em- 

18 ployed but who will need to be trtdned for a trade or 

19 occupation other than the trade or occupation in which 

20 they are currently employed if they are to remain em- 

21 ployed throughout their working lifetime; 

22 (2) the continued security and econonue vitalify of 

23 the Nation requires the maintenance of a skilled work 

24 force, now and in the future, and a continmng mcrease 

25 in the productivity of such work force; 
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(3) the Federal job training programs currently in 
effect are subject to and dependent upon annual con- 
gressional app'iopri&tion of funds and cannot adequately 
provide in a reliable and timely manner all of the sldlls 
training opportimities which vnll be required to meet 
the future demands of the economy; 

(4) changmg international trade patterns and the 
consequences of strong organized foreign competition 
with United States goods and services have compelled 
many domestic businesses to diversify and to close 
down primary industrial production operations and fa- 
cilities which, in turn, has displaced large numbers of 
workers previously employed in such operations; and 

(5) the unemployment compensation system, cur- 
rently in disarray due to a prolonged economic reces- 
sion, is becoming an increasingly unreliable means for 
easing the hardships imposed on imemployed workers, 
especially those who have experienced prolonged un- 
employment due to a general decline in the industry in 
which they were employed. 
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1 TITLE I— AMENDMENTS TO INTEBNAL REVENUE 

2 CODig OF 1954 BELATING TO EMPLOYEE 
8 TRAINING 

4 SEC. 101. CREDIT FOR INCREASING EMPLOYEE TRAINING EX- 

5 PENSES. 

6 (a) Credit Allowed.— Subsection (b) of section 38 of 

7 the Internal Revenue Code of 1954 (relating to general busi- 

8 ness credits) is amended — 

9 (1) by adding at the end thereof the following new 

10 paragraph: 

11 "(5) the employee training credit determined 

12 under section 42.**, 

18 (2) by strildng out "plus** at the end of paragraph 

14 (3), and 

15 (3) by striking out the period at the end of parv 

16 graph (4) and inserting in lieu thereof plus". 

17 (b) Dbteemination op Amount. — Subpart D of part 

18 rV of subchapter A of chapter 1 of the Litemal Revenue 

19 Code of 1954 (relating to credits allowable against tax) is 

20 amended by adding at the end thereof the followmg new sec- 

21 tion: 

22 "SEC 42. EMPLOYEE TRAINING CREDIT. 

28 "(a) Amount op Employee Training Credit. — ^For 

24 purposes of section 88, the amount of the employee training 

25 credit determined under this section for any taxable year 
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1 shaU be an amount equal to 25 percent of the excess, if any, 

2 of— 

3 "(1) the qualified training expenses of the taxpay- 

4 er for such taxable year, over 

5 "(2) the base period training expenses of such tax- 

6 payer. 

7 ''(b) QuAiiiFiED Tbaining Expenses Defined.— For 

8 purposes of this section — 

S ''(1) In genebaIi.— The term /qualified training 

10 expenses' means the aggregate amount of expenses 

11 paid or bcurred by the taxpayer during the taxable 

12 year b connection with the trdning of employees 

13 under approved training programs. 

14 "(2) Appeoved training peogbams.— The 

15 term 'approved training program' means — 

16 "(A) any apprenticeship program registered 

17 with or approved by any Federal or State agency 

18 or department, 

19 "(B) any employer-designed or employ er- 

20 sponsored program which meets such minimum 

21 requirements with respect to supervised on-the-job 

22 experience and classroom instruction as the Secre- 

23 tary of Labor shall prescribe by regulations, 
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6 

1 "(C) any cooperative education (within the 

2 meaning given to such tenn by section 521(7) of 

3 the Carl D. Perkins Vocational Education Act), 

4 "(D) any training program designated by the 

5 Secretary of Labor which is carried out under the 

6 supervision of an institution of higher education 

7 (within the meaning given to such term by section 

8 . 1201(a) of the Higher Education Act of 1965), or 

9 "(E) any other program for improving job 

10 skills directly related to employment which the ' 

11 Secretary of Labor may approve under regulations 

12 prescribed by such Secretary, 

13 "(c) Base Pbbiod Tbainino Expenses Defined. — 

14 For purposes of this section — 

15 "(1) In gbneeal.— The term 'base period train- 

16 ing expanses* means the average of the qualified train- 

17 ing expenses for each year in the base period. 

18 "(2) Base peeiod depinbd.— 

19 "(A) In genbeal.— The term 'base period' 

20 means the 5 taxable years of the taxpayer imme- 

21 diately preceding the taxable year for which the 

22 determination is being made (heremafter in this 

23 subsection referred to as the 'determination year*). 

24 "(B) Tbansitional eules.— Subparagraph 

25 (A) shall be applied— 
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1 "(0 by substituting 'first taxable year' 

2 for '5 taxable years' in the case of the first 

3 detenmnation year beginning after December 

4 31, 1984, 

5 ''(ii) by substituting '2' for '5' in the 

6 case of the second determination year begin- 

7 ning after December 31, 1984, 

8 "(iii) -by substituting '3' for '5' in the 

9 case of the third determination year begin- 

10 mng after December 31, 1984, and 

11 'Tiv) by substituting '4' for '5' in the 

12 case of the foiuth determination year begin- 

13 ning after December 31, 1984, ./^ 

14 "(3) MiMMUM BASE PBBIOD TBADONQs BX- 

15 PBN8B8. — ^In the case of any determination year df the 

16 taxpayer for i^hich the qualified training expenses 

17 exceed 200 percent of the base period training ex- 

18 penses, subsection (aK2) shall be applied by substituting 

19 '50 percent of such qualified training expenses' for 'the 

20 base period trmning expenses'. 

21 "(d) SPBCiAii Bulbs.— For purposes of this section— 

22 "(1) AOQBEOATION OF QUALIFIBD TBAINING BZ- 

23 PBN8B8.— 
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1 "(A)* CONTBOLLED GEOUP OF COBPOBA- 

2 TI0N8. — ^In detennining the amount of the credit 

3 under this section — 

4 "(i) all members of the same controlled 

5 group of corporations shall be treated as a 

6 single taxpayer, and 

7 "fii) the credit (if any) allowable by this 

8 section to each such member shall be its pro- 

9 portionate share of the increase in qualified 

10 training expenses giving rise to the credit. 

11 "(B) Common conteol.— Under regula- 

12 tions prescribed by the Secretary, in detennining 

13 the amount of the credit under this section — 

14 "(i) all trades or businesses (whether or 

15 not mcorporated) v/hich are under conamon 

16 control shall be treated as a single taxpayer^ 

17 and 

18 "(ii) the credit (if any) allowable by this 

19 section to each such trade or business shall 

20 be its proportionate share of the increase in 

21 qualified trainmg expenses giving rise to the 

22 credit 

23 The regulations prescribed under this subpara- 

24 graph shall be based on principles similar to the 
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1 


principles which apply in the case of subparagraph 


2 


(A). 


3 


"(2) Allocations.— 


4 


"(A) Passthbouqh in the case op es- 


5 


tates AND TBUSTS. — ^Under regulations -pre- 


6 


scribed by the Secretary, rules similar to the rules 


7 


of subsection (d) of section 52 shall apply. 


8 


"(B) Allocation in the case op paet- 


9 


NEESHiPS. — In the case of partnerships, the 


10 


credit shall be allocated among partners under 


11 


regulations prescribed by the Secretary. 


12 


"(3) Adjustments fob certain acquisitions. 


13 


ETC. — ^Under regulations prescribed by the Secre- 


14 


tary— 


15 


"(A) Acquisitions.— If, after December 


16 


31, 1984, a taxpayer acquires the major portion 


17 


of a trade or business of another person (herein- 


18 


after in this paragraph referred to as the 'prede- 


19 


cessor') or the major portion of a separate luiit of 


20 


a trade or business of a predecessor, then, for pur- 


21 


poses of applying this section for any taxable year 


22 


ending after such acquisition, the amount of quali- 


23 


Hed training expenses paid or incurred by the tax- 


24 


payer during periods before such acquisition shall 


25 


be increased by so much of such expenses paid or 
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1 

2 
8 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 



incurred by tho predecessor with respect to the 
acquired trade or business as is attributable to the 
portion of such trade or business or separate unit 
acquired by the taxpayer. 

"(B) Dispositions.— If, after December 31, 
1984— 

"(i) a taxpayer disposes of the major 
portion of any trade or business or the major 
portion of a separate unit of a trade or busi- 
ness in a transaction to which subparagraph 
(A) applies, and 

"(ii) the taxpayer furnished the acquir- 
ing person such information as is necessary 
for the application of subparagraph (A), 
then, for purposes of applying this section for any 
taxable year ending after such disposition, the 
amount of qualified training expenses paid or in- 
cuned by the taxpayer during periods before such 
disposition shall be decreased by so much of such 
expenses as is attributable to the portion of such 
trade or business or separate unit disposed of by 
the taxpayer. 

"(4) Shoet taxable yeabs. — In the case of 
any short taxable year, quallHed training expenses shall 
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1 be annualized in such circumstances and under such 

2 methods as the Secretary may prescribe by regulations, 

3 "(5) CONTBOLLED GEOUP OF C0BP0BATI0N8 DE- 

4 FINED, — ^The term ^controlled group of corporations' 

5 has the same meaning given to such term by section 

6 1563(a), except that— 

V "(A) 'more than 50 percent' shall be substi; 

8 tuted for 'at least 80 percent' each place it ap- 

9 pears in section 1563(a)(1), and 

10 "(B) the determination shall be made without 

11 regard to subsections (a)(4) and (e)(3)(C) of section 

12 1563. 

13 "(e) Additional Benefit,— The credit allowable 



14 under this section with respect to qualified training expenses 

15 of the taxpayer shall be in addition to any deduction or credit 

16 allowed the taxpayer under any other provision of this chap- 

17 ter Nvith respect to such expenses," 

18 (c) CiiBEiOAL Amendment,- The table of sections for 

19 subpart A of part IV of subchapter A of chapter 1 of such 

20 Code is amended by adding at the end thereof the following 

21 new item: 

"Sec. 42. Employee training credit." 

22 (d) Effective Date.— The amendments made by this 

23 section shall apply to taxable years beginning after December 
84 31,1984. 
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1 SECTION 102. NO ADDITIONAL TAX ON EARLY WITHDRAWALS 

2 FROM AN INDIVIDUAL RETIREMENT ACCOUNT 

3 BY DISPLACED WORKERS. 

4 (a) In General.— Subsection (0 of section 408 of the 

5 Internal Revenue Code of 1954 (relating to additional tax on 

6 certain amounts included in gross income before age 59%) is 

7 amended by inserting at the end thereof the following new 

8 paragraph: 

9 "(4) Paragraph (1) shall not apply to an amount 

10 paid or distributed on behalf of a taxpayer who is a 

1 1 displaced worker to the extent — 

12 "(A) the amount paid or distributed does not 

13 exceed the qualified amount, 

"(B) the payment or distribution is used to 

15 pay training expenses inclined by the taxpayer, 

16 and 

J 7 "(C) the payment or distribution is made in 

18 the manner required under subsection (o)(4).". 

19 (b) Effective Date.— The amendment made by sub- 

20 section (a) shall apply to any payment or distribution from an 

21 individual retirement account or an individual retirement an- 

22 nuity which is included in gross income for anv taxable year 

23 beginning after December 31, 1984. 
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1 SEC 103. SPECIAL RULES FOR EARLY WITHDRAWALS FROM 

2 INDIVIDUAL RETIREMENT ACCOUNTS BY DIS- 

3 PLACED WORKERS. 

4 (a) In General. — Such section 408 of such Code (re- 

5 lating to individual retirement accounts) is amended by redes- 

6 ignating subsection (o) as subsection (p) and by inserting after 

7 subsection (n) the following new subsection: 

8 "(o) Distributions Before Age ddVz for Tbain- 

9 iNO Displaced Workers.— For purposes of subsection 

10 (1X4)- 

11 "(1) Displaced worker defined.— The term 

12 'displaced worker* means any individual who — 

18 **(A) has at least 20 quarters of coverage 

14 under "title II of the Social Security Act on the 

15 date such individual applies for certification as a 

16 displaced worker imder section 201(a) of the Na- 

17 tional Training Incentives Act of 1985; 

18 **{B) has, within the 1-year period ending on 

19 such date, received counseling relating to seeking 

20 employment from any public employment office of 

21 any State (or such other agency as the Secretary 

22 of Labor has approved under section 3304(a)(1)); 
28 and 

24 **(0)(i) is, on such date, receiving (or is eligi- 

25 ble to receive) regular compensation under the im- 

26 employment compensation law of such State, 
mm i»9 ■ 
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1 


"(ii) has, on or before such date, exhausted 


2 


all right to receive regular compensation under 


3 


the unemployment compensation law of such 


4 


State in the most recent benefit year of such indi- 


5 


vidual. 


6 


"(iii) has, on or before such date, become un- 


7 


employed (or has received notice from his or her 


8 


employer that his or her employment \vith such 


9 


employer will be terminated within 6 months of 


10 


such notice) as a result of the permanent closure 


11 


of the plant or facility of such employer where 


12 


such individual is or was employed, or 


13 


"(iv) has, as of such date, been unemployed 


14 


for 6 months or more and has limited opportunity 


15 


for employment (for any reason, including the age 


16 


of such individual) in the same or any similar 


17 


trade or occupation in which such individual was 


18 


employed wthin a reasonable commuting distance 


19 


from the principal residence of such individual. 


20 


"(2) Tbaininq expenses defined. — The term 


21 


'training expenses' means any expense for — 


22 


"(A) tuition or fees required for the enroll- 


23 


ment of or attendance by the taxpayer in any pro- 


24 


gram which the Secretary of Labor has deter- 


25 


mined to be an eligible training program under 



Uli ■ 




48 



15 

1 section 208 of the National Training Incentives 

2 Act of 1985, and 

3 "(B) the purchase or use of any books, sup- 

4 plies, or equipment which are directly related to 

5 participation by the taxpayer in such trmmg pro- 

6 gram and are supplied through such program. 

7 "(3) QuALiFiBD AMOUNT DEFINED, — ^The term 

8 'qualified amount' means, with respect to any taxable 

9 year of any displaced worker — 

10 "(A) $4,000 increased by an amount equal to 

11 $4,000 multiplied by the cost-of-living adjustment 

12 (as defined in section 1(0(3)) for the calendar year 

13 in which the taxable year begins, minus 

14 "(B) the aggregate of the amounts distribut- 

15 ed in each of the 4 taxable years immediately pre- 

16 ceding such taxable year firom any individual re- 

17 tirement account or an individual retirement aunu- 

18 ity to pay any training expenses of the individual 

19 for whose benefit such account or annuity was es- 

20 tablished. 

21 If the amount determined under subparagraph (A) is 

22 not a multiple of $10, such amount shall be rounded to 

23 the next nearest multiple of $10 (or if such amount is a 

24 multiple of $5, such amount shall be increased to the 

25 next highest multiple of $10), 
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1 


"(4) Mannbe of DI8TBEBUTI0N.— No payment 


2 


or distribution from an individual retirement account or 


3 


an individual retirement annuity shall qualify for the 


4 


exemption from additional taxation under subseotion 


5 


(0(4) unless such payment or distribution — 


6 


"(A) was initiated (upon application by the 


7 


taxpayer for whose benefit such account or annu- 


8 


ity was established) through the use of a voucher 


9 


issued in accordance with section 202 of the Na- 


10 


tional Training Incentives Act of 1985 by the 


11 


trustee of such account or the insurance company 


12 


which issued such annuity, and 


13 


"(B) was made by such trustee or company 


14 


by redeeming the voucher upon presentation by 


15 


the nerson who nrovided the trainini? for which 


16 


the training expenses were incurred by the tax- 


17 


payer." 


18 


(b) Epfective Date. — The amendment made by sub- 



19 section (a) shall apply to any payment or distribution from an 

20 individual retirement account or an individual retirement an- 

21 nuity which is included in gross income for any taxable year 

22 beginning after December 31, 1984. 
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1 TXTLB n— WTTHDRAWALS FROM LNDIVIDUAL 

2 RETEREMBNT ACCOUNTS AND ANNUmES 

3 FOR JOB TRAINING FOR DISPLACED WOKK- 

4 EES 

5 CBBTIPICATION OP tmEMPLOTBD INDIVIDUAIj AS 

6 DISPLACED WORKER 

7 Sec. 201. (a) Any individual who becomes a displaced 

8 worker may apply to the Secretary of Labor (hereinafter in 

9 this title referred to as the "Secretary") through any local 

10 office of the United States Employment Service or, to the 

11 extent authorized by the law of any State, any public em- 

12 ployment office of such State (or such othw agency as the 

13 Secretary has approved under section 3304(a)(1) of the Fed- 

14 eral Unemployment Tax Act) for a certificate (in such form 

15 as the Secretary shall by regulat^^n prescribe) certifying that 

16 such individual is a displaced worker. 

17 (b) For purposes of this title, the term "displaced 

18 worker" means any individual who — 

19 (1) has, as of the date such individual applies for 

20 certification as a displaced worker under subsection (a), 

21 at least twenty quarters of coverage under title 11 of 

22 tho Social Security Act; 

28 (2) has, within the one-year period ending on such 

24 date, received counseling relating to seeking employ- 

25 ment from any public employment office of any State 
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1 (or such other agency as the Secretary has approved 

2 under section 3304(aKl) of the Federal Unemployment 

3 Tax Act); and 

4 (3)(A) is, on such date, receiving (or is eligible tc 

5 receive) regular compensation under the unemployment 

6 compensation law of such State, 

7 (B) has, on or before such date, exhausted all 

8 right to receive regular compensation under the unem- 

9 ployment compensation law of such State in the most 

10 recent benefit year of such individual, 

11 (C) has, on or before such date, become unem- 

12 ployed (or has received notice from his or her employer 

13 that his or her employment with ^uch employer will be 

14 terminated within six months of such notice) as»a result 

15 of the permanent closure of the plant or facility of such 

16 employer where such individual is or was employed, or 

17 (D) has, as of such date, been unemployed for six 

18 months or more and has limited opportunity for em- 

19 ployment (for any reason, including the age of such in- 

20 dividual) within a reasonable commuting distance from 

21 the principal residence of such individual in the same 

22 or any similar trade or occupation in which such indi- 

23 vidual was employed. 
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1 WITHDBAWAL8 PEOM INDIVIDUAL EBTIBBMENT ACCOUNTS 

2 AND ANNUITIES TO PAY TBAINING EXPENSES 

3 Sec. 202. (a)(1) Any displaced worker may withdraw, 

4 in the manner provided in subsection (b), an amount not to 
6 exceed the qualified amount from any individual retirement 

6 account or any individual retirement annuity established for 

7 the benefit of such worker to pay any training expenses in- 

8 . curred by such individual for training in a new trade or occu- 

9 pation of such individual. 

10 (2) For purposes of this subsection, the term ''qualified 

11 amount" means, with respect to any taxable year of any dis- 

12 placed worker — 

13 (A) $4,000 increased by the cost-of-living adjust- 

14 ment (as defined in section 1(0(3) of the Internal Reve- 

15 nuo Code of 1954) for the calendar year in which the 

16 taxable year begins, minus 

17 (B) the aggregate of the amounts distributed in 

18 each of the four taxable years immediately preceding 

19 such taxable year from any individual retirement ac- 

20 count or an individual retirement annuity to pay any 

21 training expenses of the individual for whose benefit 

22 such account or annuity was established. 

23 If the amount determined under subparagraph (A) is not a 

24 multiple of $10, such amount shall be rounded to the next 

25 nearest multiple of $10 (or if such amount is a multiple of $5, 
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1 


such amount shall be increased to the next highest multiple of 




2 


$10). 




3 


{b)(l) Any -withdrawal from an individual retirement ac- 




4 


count or individual retirement annuity for payment of training 




5 


expenses pursuant to this section may be made only through 




6 


the use of a voucher issued by the trustee of the account (or 




7 


the custodian in the case of a custodian treated as a trustee 




8 


under section 408(h) of the Internal Revenue Code of 1954) 




9 


or the insurance company which is a party to the annuity 




10 


contract relating to such individual retirement annuity. 




11 


(2) A voucher may be issued by a trustee or company 




12 


under paragraph (1) only upon presentation to such trustee or 




13 


company by the displaced worker for whose benefit such ac- 




14 


count or annuity was established of — 




15 


(A) a certificate issued to such worker in accord- 




16 


ance with section 201, and 




17 


(B) ^n invoice or statement to such trustee or 




18 


company from a qualified institution containing— 




19 


C) evidence that such worker has enrolled in 




20 


an eligible training program in such institution, 




21 


(ii) the amount which such worker has 


H 


22 


become obligated to pay for such training by 




23 


virtue of such enrollment, and 




24 


(iii) such other information as the Secretary 




25 


or such trustee or company may require. 

•n t2i> B 


ERIC 




57' 



54 



21 

1 (3) Any voucher issued pursuant to this section by the 

2 trustee of an individual retirement account or the insurance 

3 company which is a party to an annuity contract relating to 

4 an individual retirement annuity may be delivered to the disr 

5 placed worker for whose benefit such account or annuity was 

6 established but shall be payable only to the institution re- 

7 ferred to in paragraph (2){B). Such trustee or company shall 

8 redeem the voucher upon presentment by such Institution. 

9 (4) In the case of any redemption by any trustee or in- 

10 surance company under paragraph (3) of a voucher issued for 

11 the benefit of a displaced worker for an amount in excess of 

12 the amount — 

13 (A) to which such displaced worker was entitled 

14 under this section, or 

15 (B) of the actual cost of the training expenses pro- 

16 vided by the institution referred to in paragraph (2)(B) 

17 to such worker, 

18 such excess amount shall be repaid by such displaced worker 

19 or such institution, as the case may be, to such trustee or 

20 insurance company and credited to the individual retirement 

21 account or the individual retirement annuity from which such 

22 excess amount was distributed. 

23 (c)(1) Notwithstanding any other provision of law, no 

24 penalty (for early withdrawal) shall be assessed by any depos- 

25 itary institution against a displaced worker or against any 
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1 individual retirement account or individual retirement annuity 

2 established for the benefit of such worker by virtue of any 

3 distribution from such account or annuity for payment of 

4 training expenses of such worker in accordance with this 

5 title. 

6 (2) To the extent any amount paid or distributed from 

7 an individual retirement account or an individual retirement 

8 annuity to pay trainmg expenses is attributable to a contribu- 

9 tion to such account or for such annuity which was guaran- 

10 teed a rate of return on the basis of a fixed period of invest- 

11 ment which had not ended on the date of such payment or 

12 distribution, the trustee or the insurance company, as the 

13 case may be, may make an adjustment in the rate of return 

14 on such investment. The adjusted rate of investment shall be 

15 determined as of the date of such contribution on the basis of 

16 the rate of return which would have been paid on the same 

17 investment for the period bepnning on the date of such con- 

18 tribution and ending on the date of such payment or distribu- 

19 tion. 

20 (d)(1) For purposes of any State law relating to unem- 

21 ployment compensation which is required to conform to the 

22 requirements of subsection (a)(8) of section 3804 of the Fed- 

23 eral Unemployment' Tax Act (relating to approval of State 

24 unemployment laws), participation by a displaced worker in 

25 an eligible training program at a qufdified institution shall be 

o .-J 
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1 treated as being in training with the approval of the State 

2 agency within the meaning of such subsection (a)(8). 

3 (2) No displaced worker who is otherwise eligible for 

4 any payment in the nature of unemployment compensation 

5 under any Federal law shall be denied such payment solely 

6 because such worker is in training in an eligible training pro- 

7 gram at a qualified institution. 



8 ELIGIBLB TBAINING PBOQBAMS; TRAINING EXPENSES 

9 Sec. 203. (a) For purposes of this title— 

10 (1) the term "eligible training program** means a 

1 1 training program — 

12 (A) offered by a qualified institution to pre- 

13 pare students for gainful emplo3rment in a trade or 

14 occupation in which the Secretary has determined 

15 employment opportunities esdst and will continue 

16 to exist) and 

17 (B) recognized by the Secretary as an ellgi- 

18 ble training program in accordance with subsec- 

19 tion (b); 

20 (2) the term "training expenses** means — 

21 (A) any tuition or fees required fc the en- 

22 roUment of, or attendance by, any displaced 

23 person in an eligible training program at a quali- 

24 fied institution, and 
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1 
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9 
10 
11 
12 
13 
14 
15 
16 
17 
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(B) any expenses for the purchase or use of 
any books, supplies, or equipment which are di- 
rectly related to participation by such displaced 
worker in such training program and are supplied 
through such program; and 
(3) the term "qualified institution" means— 

(A) an institution of higher education (withm 
the meaning given to such term by section 1201 
of the Higher Education Act of 1965); 

(B) a postsecondary vocational institution 
(within the meamng given to such term by section 
481(c) of such Act); 

(C) a proprietary institution of higher educa- 
tion (witlun the meaning given to such tema by 
section 481(b) of such Act); and 

(D) any other institution approved by the 
Secretary which provides retraining. 

(b)(1) The Secretary shall by regulation prescribe — 

(A) the manner in which a qualified institution 
may apply for recognition of a training program at 
such institution as a qualified training program, and 

(B) the criteria to be used by the Secretary in de- ' 
termining whether such a training program shall be 
recognized as an eligible training program for purposes 
of this title. 
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1 (2) In making any determination under this section with 

2 respect to the recognition of any training program as an eligi- 

3 ble training program, the Secretary shall take into account 

4 any determination relating to such training program by any 

5 of the following individuals or entities: 



6 (A) Any determination by the Administrator of 

7 Veterans' Affairs, or any State approving agency 

8 (within the meaning of section 1771 of title 38, United 

9 States Code), relating to any educational assistance 

10 provided by the Administrator, 

11 (B) Any determination by or under the direction 

12 of a private industry council established under section 

13 102 of the Job Training Partnership Act (29 U,S,C, 

14 1512), the Governor (or other chief executive) of any 

15 State, any Indian tribe, band, or group, or any Alaska 

16 Native village or group (\vithin the meaning of the 

17 Alaska Native Claims Settlement Act) and any prior 

18 determination of the Secretary under the Job Training 

19 Partnership Act with respect to such traming program, 

20 (C) The Secretary of Education, 

21 (D) Any State education agency, 

22 (E) Any nationally recognized accrediting agenoy 

23 or association which the Secretary determines to be re- 

24 liable with respect to evaluating the quality of training 

25 programs. 
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1 (c) Notwithstanding subsection (a)(3)i no institution 

2 which discriminates on the basis of race, color, religion, sex, 

3 national origin, age, handicap, or political affiliation or belief 

4 shall be treated as a qualified institution. 

5 8ECEETABY OP LABOB BEQUIBED TO KEEP PAPEBWOBK 

6 AT MINttrUM NECE88AEY TO ADBUNISTEB THIS TITLE 

7 Sec. 204. The Secretary shall take such steps as may 

8 be necessary to insure that the amount of paperwork and the 

9 lapse of time required to certify — 

10 (1) any individual as a displaced worker, or 

11 (2) any training program as an eligible training 

12 progiom, 

13 shall be no more than the minimum necessary to administer 

14 this title and carry out the purposes of this Act. 

15 TITLE m— STATE EMPLOYMENT SERVICE 

16 RESPONSIBILITIES 

17 CEBTIFICATION AND EEFEBRAL 

18 Sec. 301. (a) There is authorized to be appropriated to 

19 the Secretary of Labor the sum of $37,000,000 for each 

20 fiscal year beginning on or after October 1, 1985, for pay- 

21 ments to States in the manner described in subsection (b) to 

22 reimburse States for certain administrative costs incurred 

23 pursuant to this Act. 

24 (b)(1) Any sum appropriated pursuant to the authoriza- 

25 tion contained in subsection (a) shall be allocated by the Sec- 
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1 


retary of Labor, on the basis of such criteria as such Secre- 






2 


tary shall by regulation prescribe, among all States which 






3 


meet the criteria prescribed in paragraph (2) to assist each 






4 


such State to administer public employment offices (or such 


i 




5 


other agencies which the Secretary of Labor has approved 






6 


under section 5304(a)(1) of the Federal Unemployment Tax 






7 


Act). 
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(2) Any State shall be elij^ble to be included in any 
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allocation of funds under paragraph (1) if the public employ- 
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ment offices (or such other agencies) in such State provide — 
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(A) certification for displaced workers in accord- 
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ance with section 201(a); and 
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(B) labor market and training information and job 
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search services (including the coxmseling referred to in 
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section 201(b)(2)) to assist displaced workers to enroll 
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in an eligible training program and to obtain employ- 
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ment as quickly as possible. 
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BANIC SYSTEM 
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Sec. 302. Before the end of the one-year period begin- 
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ning on the date of the enactment of this Act, the Secretary 
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of Labor shall submit to the Congress a report containmg the 
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following information: 
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(1) The extent to which the nationwide computer- 
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ized job bank and matching program authorized imder 
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28 

1 section 465 of the Job Training Partnership Act (29 

2 U.S.C. 1755) can be expected to increase employment 
8 opportunities in each State. 

4 (2) The estimated cost of making such nationwide 

5 computerized job bank and matching program fully 

6 operational in the manner intended in such section. 

7 (3) The extent to which the development of such 

8 nationwide computerized job bank and matching pro- 

9 gram will require changes in the existing employment 

10 service operations in each State. 

11 (4) The feasibility of using nonprofit privately op- 

12 erated job-referral services for the referral of individ- 

13 uals to jobs in low-wage industries where little or no 

14 skill is a prerequisite for employment rather than using 

15 State employment service offices or such nationwide 

16 computerized job bank and matching program for such 

17 referrals in areas where such services are avsilable. 

18 TITLE IV— MISCELLANJgCI'^ PKOVISIONS 

19 PBIVATE INDU8TEY COUNCILS AUTHOEIZED TO PEOVIDB 
^ 20 INPOEMATION 

21 Sec. 401. Section 103 of the Job Traimng Partnership 

^- 22 Act (29 U.S.C. 1513) (relating to functions of private indus- 

23 tiy council) is amended by redesignating subsection (0 as sub- 

24 section (g) and by inserting after subsection (e) the following 

25 new subsection: 
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29 

1 ''(f)(1) The private industry council shall take such steps 

2 as may be necessary to make available throughout the serv- 

3 ice delivery area information concerning training programs in 

4 such service delivery area which have been recognized by the 

5 Secretary of Labor as eligible training programs under the 

6 National Training Incentives Act of 1985. 

7 "(2) No cost incurred by a private industry council to 

8 carry out paragraph (1) shall be taken into account for any 

9 purpose under section 108.". 

10 SPECIAL PEOVISION FOR DISLOCATED WOEKBBS WITH 

11 EESPECT TO PELL GEANTS 

12 Sec. 402. Notwithstanding section 482 of the Higher 

13 Education Act of 1965 or any other provision of law, the 

14 determination of the amount of the expected family contribu- 

15 tion (within the meaning given to such term by subsection 

16 (b)(1) of such section 482) to a student for the purpose of 

17 determining the amount of a basic grant to such student 

18 under section 411(a) of such Act shall be made without in- 

19 eluding in the effective family income (within the meaning 

20 given to such term by subsection (b)(3) of such section 482)— 

21 (1) the amount of any unemployment compensa- 

22 tion received by such student; or* 

23 (2) the amount of any distribution from an individ- 

24 ual retirement account established for the benefit of 

25 such student to the extent such amount was used to 
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'so 

1 pay training expenses (\nthin the meaning given to 

2 such term by section 203) of such student, 

3 if such student is certified to be a displaced worker in accord- 

4 ance with section 201. 

O 
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Mr. Martinez. This meeting will come to order. 

This hearing of the Employment Opportunities Subcononittee is 
called today to receive testimony on plans to compensate for the 
training of dislocated workers. Joining me on the subcommittee 
today is the ranking minority member^ Steve Gimderson. 

Due to the high rate of plant shutdowns which occur» an average 
of over one million workers are displaced annually, A recent 
Bureau of Labor Statistics study reveals thilt over five million 
workers^ with at least 3 years' attachment to their j<^> were dislo* 
cated between 1079 and 1984. A quarter of theee workers were still 
imemployed at the end of a 5*year period. Only 40 percent of these 
dislocated workers ever r^ained their departing salaries, while the 
rest accepted part-time work, accepted mcgor pay cuts in new jobs, 
or simply left the labor force. 

The labor study shows that older workers and minority workers 
were least likely to be reemployed than younger workers. The prob- 
lem is national^ impacting workers in every r^on of the coimtxy. 
Studies have conclusively shown that retraining, especially with 
advanced notification, is the most effective device to ease reemploy- 
ment for workers and tc reduce damage done to commimities, and 
State and local economies. 

Today we are looking at legislation to address these problems. 
H.R. 26, introduced by Representative Durbin, proposes a voluntary 
individual training accoimt for retraining costs, while H.R. 1219, 
introduced by Congresswoman Johnson, wiU allow workers to with- 
draw funds from their Individual Retirement Accounts for retrain- 
ing expenses. 

Do you have a statement at this time? 

Mr. GuNDEBSON. Mr. Chairman, I have an opening statement I 
would simply like to make a part of the record. 
Mr. Martinez. If there is no objection, it is so ordered. 
(The opening statement of Hon. Steve Gunderson follows:] 

Opkning SrATDOcNT or Hon. Srsvx Gundxr80K» a RKFXxaxNTATtvx m Cohqkxss 
ntoM THX Statx or Wisoohsin 

I am pleased to be hero this momingi Mr. Chairman, to Join with you and other 
Members of the Subcommittee on Employment Opportunitiet as we continue to ad* 
drees the problems of the dislocated worker. I commend you once again for your ef* 
forts on behalf of our Nation's workers, as demonstrated by the calling of today's 
hearing. 

Since the peak of the recent recession in late 1982» Members of Congress have 
been active in trying to develop proposals to adequately assist dislocated workers 
obtain retraining, Job search mud relocation assistance. Under current law, title in 
of the Job Training Partnership Act (JTPA), the Dislocated Worker Program, pro- 
vides funding for these services to dislocated workers through grants made to the 
States. While this nrogram has been very effective since its enactment in October of 
1982» the magnituae of the problem is such that we must continue to focus on pro- 
grams that would address the plight of the displaced worker through viu^ed innova- 
tive mechanisms. 

Due to shifts in the labor market over recent years, such as changes in technology 
and import competition, mapy workers with long term attachments to dwindling in- 
dustries are finding themselves without Jobs or threatened with the potential loss of 
employment In order to avoid either permanent unemployment or drastically re- 
•duced wages, these workers, in many cases, must acquire new skills in growth occu* 
pations. Tht two bills we consider in toda/s hearing. Hit 26 and H.R 1219 would 
provide workers with a pool of funds from which they could draw upon to finance 
such retraining. 
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In a study completed in November of 1984, the Bureau of Laboi Statistics (BSD 
found that 5.1 million workers with at least 8 years of attachment to their previous 
jobe had been dislocated between January of 1979 and Januaiy of 1984. of thece 25 
percent were still looking for work at the znd of the 6-year period and about 16 per- 
cent had dropped out of the labor force completely. Only 39 percent of those reem- 
ployed were earning the same amount or more than they had been before their ini^ 
tial Job loss. 

Hit 26, the "National Individual Training Account Act", sponsored by Rep. Rich- 
ard Durbin and H.R 1219, the "National Training Incentive Act", sponsored by 
Rep. Nancy Johnson are proposals that are intended to address Uie neeos of the dis- 
located worker. Both bills would aUow workers, while emploved, to build a source of 
funds which could be used in the event that they are one day displaced from their 
jobs. Although differing in their mechanisms, both meastuw encourage workers to 
provide for thoir own retraining "safety net" should they have to face the prospect 
of job loss in the futme. Both are innovative approaches to solving the problems of 
costly, but necessary retraining. 

I commend Repreeentatives Durbin and Johnson for the introduction of these two 
initiatives. While there many are questions yet to be answered, particularly with 
regard accual worker and employer participation in programs such as Individual 
Training Accounts and Individual Retirement Accounts, as well aa the ever present 
question of program costs, I feel that we are on the right track. Through develop- 
ment of creative legislative initiatives as seen in H.R. 26 and H.R 1291, we can 
assist the dislocated worker, giving Um a hand in designing his own future. 

I look forward to hearing the testimony of oiur distinguished and knowledgeable 
witnesses as we consider these alternatives today. Thank you. 

Mr. Martinkz. On the first panel are the Honorable Sherwood 
Boehlert of New York; the Honorable Rich^ J. Durbin, Member 
of Congress from Illinois; the Honorable Nancy L. Johnson, 
I.Aemb€r of Congress from Connecticut; and the Honorable Marcy 
Kaptur, Member of Congress from Ohio. Welcome. 

The chair would like to annoimce tiiat all prepared statements 
will be entered into the record m their entirety, and the witnesses 
will summarize. Because of the shortness of time and the necessity 
for all of us to be on to other work, we will ask you to summarize 
your statements and maintain a 5-minute rule. 

STATEKEOT OF HON. SHERWOOD L. BOEHLERT, A U.S. REPRE* 
SENTATIVE FROM THE STATE OF NEW YORK; HON. RICHARD J. 
DURBm, A U.S. REPRESENTATIVE FROM THE STATE OF ILLI- 
NOIS; HON. NANCY L. JOHNSON, A U.S. REPftESENTATIYE FROM 
THE STATE OF CONNECTICUT; AND HON. MARCY KAPTUR, A 
U.S. REPRESENTATIVE FROM THE STATE OP OHIO, A PANEL 

Mr. BoEHLBBT. Thank you very much, Mr. Chairman. 

I am pleased to be here this morning because this hearing should 
focus on a subject that is too often ignored, the problem is di&» 
placed workers in America. The relativdy sunny economic news 
seems to have blinded us to the growing number of displaced work- 
ers in our midst. The unemployed may be forgotten by some, but 
they are not gone. 

It is estimated that there are about one million displaced work- 
ers in the Nation today, workers who have been laid off because 
their skills have become obsolete. 

This is no temporaiy phenomenon that will evapolrate through 
benign n^lect. It is a persistent condition that changing technolo- 
gy and growing foreign competition are only likely to aggravate. 

A Bureau of Labor Statistics survey that tracked five million dis- 
placed workers who lost their jobs between 1979 ft'^.d 1984 found 
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that 26 percent— more than one quartei^were still looking for 
work- Another 14 percent had dropped out of the workforce. 

Moreover, nearly half the reemiuoyed workers were earning less 
in their new jobs; many were working only part time. 

Future surveys are likely to come up with even more dishearten- 
ing results. Peter Drucker estimate that the continuing shift from 
a manufactxuin^ economy to a service economy could displace as 
mam as 10 miUion workers over the next 2 decades. 

Of coiuse» the service sector itself is not immune to displace* 
ment The Labor Department counted more than half a million 
service personnel among the dislocated workers it stuped; 

While these statistics are upsetting, the hiunan suffering they 
represent is far more disturbing. I need look no further than my 
own Congn^essional District in upstate New York to see the trau- 
matic human costs of this.econoniic unheaval. 

In Ck>rtland County, for example, Smith-Corona^ the laigest pri- 
vate employer, is facing intense, and probably unfair, foreign com- 
petition. As a result^ the workforce at Smith-Corona» which is the 
last surviving Aro^'rican manxifacturer of portable typewriters, has 
shrunk from more than 5,000 employees in 1975 to only about 800 
today. As a consequence, the unemployment rate in the county has 
hovered between lO and 11 percent for the past several months. 

A Wilson Sporting Goods factory in tiie same county shut down 
for good a year or so ago because there was no longer any demand 
for the woodo!^ tennis racquets it manufactured. 

In the Utica area, layoffs at companies involved in everything 
from tool making to computer production have idled 1|500 workers 
since this pa^ wmter. But the number of displaced workers is only 
half of the problem. The other half is that the system we have in 
place to help these people is utterly inadequate. 

As the Business-Higher Education Forum pointed out in a recent 
report— and^ I auote: The United States has serioul&ly imderinvest- 
ed in the skill development of its workers, compared to other indus- 
trialized nations. For instance, in sharp contrast to many foreign 
countries, the United States devotes 75 percent of its unemploy- 
ment aid to income support and only 25 percent of those funds to 
re*employment assistance." 

The Forum's assessment is correct. There is little money avail- 
able for retraining and little incentive for workers to take advan- 
tage of what is available. Manv States have laws that i)revent 
workers from receiving unemployment compensation while en- 
rolled in a training pn^n^am. 

If we don't do pomething to alter the situation now, we're likely 
to end up with the same unemployment problems in 1992 that we 
faced in 1982- The outlook need not be bleak if we apply some fore- 
sight and some political will. 

The two complementary bills before you today woiild go a long 
way toward creating the changes in policies, and attitudes, our 
Nation needs to cope with economic change. 

I am coing to leave the specific description of, and arguments for, 
H.R 26 to my co-author. Congressman Durbin. Let me note, 
though, that both bills would encoui^e employers and employees, 
the private sector, to invest in retrainmg. The bills would also en- 
gender new attitudes, attitudes more m line with economic reality. 



67 



The fact is that workers can no longer depend on having one job 
throughout their working years. These bills provide incentives to 
recognize that and to plan for it. 

We all have a stake in making that realization widespread. 
Every 1 percent increase m the unemployment rate costs the Fed- 
eral Government an estimated $30 biluon to $40 billion in lost rev- 
enue» this at a time when we have a serious deficit crisis. 

Failure to acUust to the poet-industrial economy will exact a -very, 
very high price. 

Now I would be glad to turn this over to my co-sponsor and co- 
author, my friend from Illinois, Mr. Durbin. 
Mr. Martikxz. Congressman Durbih. 
Mr. DuRBiK. Thank you, Mr. Chairman. 

First let me coimnend the subcommittee for meeting today. Tal- 
leyrand once said; In time of peace, prepare for war. u we were in 
the depths of a recession todav, I am sure that this subject matter 
would be the focus on national attention. Everyone would be trying 
to fi^re out what to do about the dislocated workers who will be 
lost m the next recession. 

We have an opportunity in this session of Congress to plan 
ahead, something which isn't done quite nearly enough, either in 
the private sector or in the public sector. And your decision to hold 
this subcommittee hearing today, I think, mdicates the kind of 
foresight we need to address our national problems. 

I think it is also a good idea to bring together Congresswoman 
Johnson, with her proposal, H.R. 1219, which I am co-sponsoring, 
because her efforts are complementary to H.R. 26. 1 think that we 
can bring both of them together as a joint effort to address a very 
serious national problem. 

I prepared H.R. 26 along with my colleague. Sherry Boehlert, 
with the assistance of the Northeast-Midwest Congressional Coali- 
tion. I want to commend them for their assistance in putting this 
important package together. 

Let me describe the individual trainiag account to you very brief- 
ly, because it is a departure from past policy in the United States, 
although it parallels some of the things that we have done success- 



The individual training accoimt would meet the retraining needs 
of those workers who are dislocated by creating a fund attached to 
a specific workers that is jointly financed by the employee and em- 
ployer. Unlike the Social Security system, an employee in the 
Umted States of America covered by the individual training ac- 
count can check on a day-to-day basis what his or her balance is in 
that fimd. They know from .time to time, and th^y will know how 
much money might be available if they need it for retraining. 

Under the voluntary system creating the individud training ac- 
count, both the workers and the employers would agree to set up 
an ITA. They would each make tax-deductible contributions to the 
fund of eight-tenths of 1 percent of wages a year, or $250, whichev- 
er is less, until the fund reaches $4,000. The fund, like an individ- 
ual retirement accoinit, is invested and earns interest. That inter- 
est accumulates. If the workers are laid off at any time, they can 
use their contributions with the accumulated interest to pay for re- 
training. In doing so, they can acquire new skills. 



fuUy in the past. 
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Studv after study shows that a dislocated worker who will go 
through a training program will generally end up with a )oh 
making as much or more than the one that they lost. And I thmk 
that is an imjportant thing to keep in mind. So» training does hold 
out the possibility of a future that is bright 

If they are never laid off— let's assume we are dealing with a 
worker who is successful through his or her entire employment 
career and is never laid off. The individual training account is 
treated like an IRA» so tiiat at the time of their retirement an av- 
erage worker would have accumulated about $35,000, his share of 
the ITA» which has been accumulating interest dining their work- 
ing lifetime and can be used as a retirement nest egg. 

Employers at the time of retirement, for example, can also be re- 
funded uieir contribution to the fund. In those*^ instances they 
would pay taxes, as the employee would, on ttik amount that they 
receive. 

I think this l^[islation offers a flexible approach to the problem 
of the displaced worker. It combines a few things which we have 
had success with in the Unit^ States of America. The one which I 
think we all point to with ^reat pride was the 6.1. bill, in meeting 
after meeting in my district^ I asked the people assembled,' how 
many in that room took advantage of the 6.L bill after World War 
n, either with tJiemselves persoi^ally or through their family, to get 
an education or put a down payment on a home. And the hands 
shoot up across the room. 

What did we get out of the GJ. bill? We cot a United States 
economy that was working at such a high level that we dominated 
the world economy for oecades. I think there is a lesson to be 
learned there. We as a Nation made an investment. But let me tell 
you that, when you look at the statistics of our national commit- 
ment to the 6.1. bill and our national commitment to training and 
retrainiM today, there is quite a different story. 

In 1949, at the peak of the G.L bill, we spent $2.7 billion as a 
Nation, or 1 percent of our gross national product on up^ading 
our workforce. In 1985 we are spending $4 billion to $5 billion, u 
we were to spend 1 percent of our gross national product today, we 
would have to spena $30 billion. In fact, we are committing one- 
sixth to one-seventii the amount of monev to upgrading and train- 
ing our workforce as we did in 1949 under the G.I. bm. Is it any 
wonddr that we are falling short of the mark in placing dislocated 
workers? 

This program, also, I think, is realistic because it does not create 
a new uovemment agency, some m^-buck agency that is going to 
administer the program from start to finish, cradle to grave* In- 
stead, what the Federal 6ovemment has is a ver^ limitra role: to 
certifyr training programs through accredited institutions, to hold 
ITA ninds in a separate trust fimd, and to grant tax deductions for 
employer and work: contribution. 

Let me add as a footnote, we are in the middle of tax reform. If 
we come up with a proposal for a tax deduction, people* might 8ay> 
well, wait a minute, aren't you trying to sale against the wind? I 
thoiight we were going to do away mm them. 

Watch closely each of the tax reform proposals that comes before 
Congress. In each and every one of Ihem, you will see a commit- 
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ment to enhancing capital growth in the United States. And that^s 
important. But we thmk there should also be a commitment to en- 
hancing the growth of our human skill and the growth of our 
human capital. The ITA would be a step in that direction. 

The other thmg the ITA does, which is a little different, is to en- 
courage personal initiative. A worker has to decide to participate, 
to get involved. Once that worker is involved, if he or she loses 
their job, they go through counseling to find the best training 
available. Then they go into the training program of their choice. 
Don't you think that will make for a better marketplace for train- 
ing programs in America? 

If you or I were dislocated, looking for a training program to get 
back to work and realized that half the money we are spending on 
our own training is right out of our own pockets, we are going to be 
a little more discerning and a little more careful with the program 
that we pick. And we mso are going to ask some tough questions of 
the community colleges, the colleges of proprietary schools, how 
good is your program, how many people were placed, how many 
stayed on the job, and how much money did they make? We will 
ask the tough questions because we have a pergonal involvement in 
the dollars that are being spent. 

Let me also add that the ITA is not going to answer all of the 
problems of training and retraining in :^erica. Congressman 
Hayes represents a district in Chicago which is hard hit by minori- 
ty unemployment, particularly among the youth, hard hit by illit- 
eracy, lack of educational skills. The ITA— and I would suggest per- 
haps even Congresswoman Johnson's bill— will not address this dir 
rectly. We still need to make a national commitment to many of 
these problems. But we hope that the individual training accoimt 
will taike a slice of the problem and address it effectively, an impor- 
* tant part of it. 

We commend the ITA to you today. I want to thank the subcom- 
mittee for giving me this opportunity to testify. I will welcome any 
questions after my colleagues have an opportunity to make thek 
statements as well. 

[The prepared statement of Hon. Richard Durbin follows:] 

Priparm) Statemint or Richard J. Durbin, a Rkpriskntativi in Cosquebb from 

THE StATK of IlUNOIB 

^ I would lUce to thank the Subcommittee for the opportunity to testify this morn- 
ing on the individual training account legislation I have preparad with the aasist- 
ancc of the Northeasi-Midweet Congreeaional Coalition ana intrtDduced wiUi my col* 
league, Sherry Boehlert I am pleased that the Subcommittee Ib focusing ita atten- 
tion on a critical aapect of our unemployment problem— the plight of dialocatcd 
workers. 

We have pnypoeed to establish individual training accounts to address the persist- 
ent problem of dislocated workers in our economy. As Rep. Boehlert pointed out, 
one of the ongoing legacies of the most recent recession is the millions of workers 
whose previous jobs no longer exist, but who have been unable to ac^ust to the 
chanring needs of the labor market. 

Inmvidual training accounts would meet the retraining needs of these workers by 
creating a fund attached to a specific workei* that is jointly financed by the employ- 
ee and employer. Under this voluntary system, both workers and employers must 
agree to set up an ITA. They each then make tax deductible contributions to the 
fund of 0.8 percent of wages or $260, whichever is less, until it reaches J4,0OO. 

If workers are laid off at any time, they can use these contribution!, plus accumu- 
lated interest, to pay for retraining. In doing so, they can acquire new skills that 
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will allow them to adjust to the changing needs of the job market If they are never 
laid off, they can draw on their contnbuUon plus interest when they reture, as with 
an IHA. Employers are also refunded their contribution, along with accumiilated in- 
terest, if workers never use their ITAi for retraining. 

This legislation offers a flexible approach to the retraining of displaced workers. 
Its greats strength is that it is based on a combination of personal initiative, limit- 
ed government involvement, and the individual choice that is incorporated in the 
time-tested Gl Bill approach. 

Individual choice: The GI bill approach initiated in the years after World War E 
not only provided access to education and training for millions of veterans, but it 
also gave them much freedom in choosing the type of program thev i^riihed to par- 
ticipate in. The ITA sr^m we propoee relies on that same moael of indivioual 
choice. Once a worker has set up an ITA and contributed to it for at least one year, 
he or she is eli^le to receive up to $4,000 in the form of a voucher to receive re- 
trainingat the mstitution of his or her choice. 

This TTA system^'based on individual dioice will introduce competition into- the 
marketplace of retraining institutioni just as the GI bill did aiter World War II. 
This is true not only because more worlcers will have retraining, ^ds available to 
them but also because they will have contributed half the money themselves. Tlieae 
workers are more likely to be wise shoppers when it comes to training; programs. 

It is worth comparing the current level of federal spending on retraining of our 
workforce relative to what we ipent on the GI bill in the pott World War fi years. 
The 61 bill is widely acknowledged u having contributed substantially to the boom 
in our economic productivity in the 1950t and 1960f . In 1949, the peak year.of the 
GI bill, we spent $2.7 billion, or one percent of our GNP, on the upgrading of our 
workforce. In 1985, we are spending between $4 and |5 billion. If we were to spend 
one percent of oiir GNP today as an investment in our worldbrce, it would require 
an exi>enditure of $3G billion. 

lixnited government involvement: The government's role imder an ITA system 
would be more restricted than under previous retraining programs. The federal gov* 
enunent would certify training programs through accredited institutions, hold rTA 
funds in a separate trust fund, andgrant tax deductions for employer and worker 
contributions. 

This type of limited government involvement is appropriate because it has a 
proven track record with the GI Bill and also because a much greater role is no 
longer desirable in today's defidt^nscious economy. 

Personal initiative: Our proposed ITA system also relies heavily on workers' pei^ 
sonal initiative. Thoy must decide to set up an ITA, contribute to it while employed, 
and then how to use it if they are laid off. The system also affords workers a great 
deal of freedom, be^nning with the decision on whether to establish an ITA. fi en- 
courages them to view retraining as a necessity in their future and it creates a 
mechanism to achieve it 

Along with this element of personal initiative, our proposal also provides workers 
with some direction. Workers are required to receive job counsellii^ from upgraded 
state employment service before using their ITAs. This provision wul not guarantee 
them a job, but it will help them niake a far more informed choice ohout the re- 
trainingthey should seek. 

The iTA will not meet all of the training and retraining needs of our nation. Our 
youth, particularly minorities and those with educational deficiencies, will continue 
to need pronams of a different type. But a large portion of uinemployed Americans 
can use the ITA to find meaningful employment 

Without ITAs, our economy will continue to bear the costs of long term unemploy- 
ment of displaced workers. The ITA system will go a long way toward easing the 
transition to new types of employment It can be an important tool to help today's 
workers prepare for tomorrow's jobs. 

Again, 1 thank the Subcommittee for the opportunity to testify here today. I wol* 
come any questions my colleagues may have. 

Mr. Martinkz. Thank you, Congressman Ehirbin. 
Congresswoman Johnson. 

Mrs. Johnson. Thank you very much, Mr. Chairman. 

I am pleased to be a part of this hearing today and want to com- 
mend you and your subcommittee on directing your attention to 
the issues of job displacement and retraining that are so terribly 
important in the lives of the people that we represent, as well as in 
developing the resources of our Nation. 
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This issue is not just a matter of whether or not people can find 
jobs and avoid being laid off. Indeed, it is a matter of great social 
importance and impacts on our Nation's economic performance 
now and in the future and certainly will affect our competitive po- 
sition in the world market in the decades ahead. Lx fact, the d^ee 
of prosperity we attain in the years ahead will depend in large part 
on how highly skilled our workers are and how quickly they are 
able to adapt to change. 

I want to commend my colleagues, Dick Dm-bin and Sherry 
Boehlert, as well for their leadership in brinpng forth a bill that 
would provide a tremendous stimulus to individual training initia- 
^^tives. I am a co^ponsor of their bill, as they are of mine. We look 
forward to working with you to create a more comprehensive na- 
tional training policy in the decades ahead. 

I am also delighted to have with me this morning Congresswom- 
an Marpy Kaptur and regret that Congressman Bill dinger, who 
was scheduled to be here, is unable to do so, as his district was one 
of those devastated by the recent tornadoes in Pennsylvania. Con- 
sequently, he is there opening emergency support centers. 

Mr. Martinez. His statement will be entered into the record, 
though. 

Mrs. Johnson. Thank you, Mr. Chairman. I appreciate that. 
[Prepared statement of Hon. William Clinger follows:] 
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Prspared Stateuknt op Hon. William F. Clikger, Jr.> a Represintativk in 
Congress From ths Stats of Pennsylvania 

Mr* Chalman, 1 would like to thank you for peniltting me to testify i 
todiy. I know you and the comlttee share RQr belief that worker retraining 
Is one of the inost critical Issues facing our nation, and I coimend you fcr 
your decision to hold this Important hearing* 

I would also like to coinpllMnt ti^ colleagues Shelly Boeh1ert« Dick 
Durb1n» Harcy Kaptur* and i^y House Wednesday Group colleague Kanc;y Johnson t 
for their Important work and leadership on this Issue* 

Kr» Cha1roan» last year, the House Banking Comlttee's Subcowilttee 
on Economic Stabilization held a hearing on worker retraining which was 
chaired by our colleague, thb Gentlela^y from Ohio, Ks* Oakar. I highly 
recoanend that you and other r snbers of the comnlttee peruse through the 
record of that hearing, as Mr\y of the cooinents made then were most Instruc- 
tive and are relevant to todi^'s Investigation. 

Briefly, I want to Inform you about the history of H.R. 1219, the 
National Training Incentives Act of 1985, which currently enjqys the 
bipartisan cosponsorship of 45 members. Including the Republican leader. 
Bob Michel, and five members of the Congressional Black Caucus. 

Initially, this proposal was developed through a ig83 Special Report 
authored by Dr* Pat Choate of TRW, Inc. and released by the House Wednesdiiy 
Group, which I currently chair. In publishing this report, the 21 Uednes- 
6ny Group members who sponsored Its findings and recommendations, hoped to 
bring renewed attention to the contribution of our work force to U.S. com- 
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petltlveness. In this regard* I believe we share the goals embodied In the 
legislation sponsored by our colleagues In the Northeast-Midwest Coalition, 



Mr. Chairman, tod^ the U,S. economy Is fundamentally sound. Inflation 
Is down, growth and productivity ire up, and new Industries and products have 
made the American econorv the enyy of all Industrialized nations. 

At the same time, Hr. Chairman, It Is clear that mar\y changes are oc- 
curring almost dally within our econocny and the world's econoiny* it Is also 
clear that those nations, businesses, and individuals that understand the 
inevitability of these changes and adapt policies that allow for timely and 
flexible responses to the uncertainties of change, will be those nations, 
businesses, and individuals that succeed in tomorrow's econonty* 

It is in recognition of this basic need to make a virtue out of change, 
rather than to forestall or fear it, thit members of the Wednesday Group, under 
Nancy Johnson's leadership, as well several of our colleagues on the other side 
of the aisle, put together the National Training Incentives Act of 1985. 

Specifically, in the area of retraining, according to Dr. Lewis J. 
Perelman, author of The Learning Enterprise , a recent publication of the 
Council of State Planning Agencies, "we still are too inflexible for the 
dramatic pace of the post -industrial revolution. Whole industries are 
floundering because of the resistance of managers^nd workers to the forces 
of change." 

In the political arena, we all know that the product of this resis- 
tence is Increased pressure to wall off our domestic econony from global 



Mr. Durbin and Mr. Boehlert, as well as those of this Coowittee. 
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conpetltion* This. 'in turn, works wIr the long-tern Interests of all 
Anerlcans. be thi^ businesspeople, workers, or constmers. 

Turning to the Issue of the significance of retraining. I would like 
to bring to the Comlttee's attention several lioportant findings contained 
In the stuciy by Dr. Perelnan which I quoted frow earlier. 

0 The econonlc data Indicate that the contribution of education and 
training to total productivity growth has increased from about one- 
fifth just after World Var II to about one-half since the late 60$. 

0 Workers at all levels typically need to be ret;ra1ne^J every four to 
six years for new careers. For example, recent ituc(y Indicated 
that the functional requlretients of at least half ihe jobs In Cali- 
fornia will be substantially changed by technology within 5 years. 

0 With the aging of the baby-booja generation, over ISt of the Aiierlcan 
work force at the beginning '»f the next century will be comprised of 
people who are alreatly adults tod*y. The crisis that really is put- 
ting our nation at risk mainly centers on these 50 million Americans 
whose careers are threatened by future economic change. 

Despite these iR^ortant trends. In recent years we have consistently 
neglected our human capital development. According to Dr. Pat Choate, 
Director of Policy Analysis at TRW. Inc.. In 1982. for example, tax Incentives 
for worker retraining In the amount of $620 million were a mere fraction of 
the tax Incentives for business investment which totalled roughly $45 billion* 
As a result, business Invested an average of only $300 per worker for 
training in 1982. but more than $3,600 per worker for new plant and equipment 
purchases* 

Mr. Chairman. 1 believe It is time to give equal or at least similar 
consideration to our human capital development, while at the same time re- 
cognizing that we need to structure flexible approaches that are triggered 
only when businesses and workers decide for themselves to finance additional 
skills training* 
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One aspect of our bill Is a tax credit to businesses for Investwnts 
In worker retraining. The training credit would be similar to the existing 
RID tax credit* and would permit businesses to deduct fro* their tax liability 
25X of the company's average training costs for the previous five years. 

This approach recognizes the Importance of Investing In worker retraining 
as similar to the Importance of Investing In RID and plant and equlpwnt. It 
differs substantially from a straight-line buslntss expense deduction, which 
could stin be used with the tax credit, but which falls by Itself to provide 
sufficient Incentive for business to Invest In worker retraining. 

Moreover, this approach would not reward current retraining, but vould 
reward retraining over and above a five-year average, and could be used 
by small businesses or unprofitable flnas because of Its carry-forward and 
carry-back provisions. The five-year provision Is significant because, un- 
like the RID tax credit which Is calculated using a three-year average, our 
approach will lessen the possibility that dranatic Increases in spending In f 
any one year will reduce the future Incentive value of the credit. 

For every dollar In lost federal revenues, this proposal will generate 
four dollars In private sector training. It also offsets part of the 
financial costs to eiaployers when workers trained by a conpany take their 
skills to another firm. This should particularly help snail businesses. 

Hr. Chalnwn, this approach — which was recently supported £y the 
President's Couwlttee on the Kext Agenda, lude up of think tank representatives 
ranging from the liberal Brookings ^Institution to the conservative Heritage 
Foundation — recognizes the importance of Investing In worker retraining 
as similar to the Importance of Investing In RID and In plant and equlpeent. 
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Ustly, this approich Is c^. distent with rectnt proposals for ttx re- 
fom. As the Ccjmtttee knows, the President's pUn continues Investment 
Incentives for research and developi»ent, and for plant and equipment » but 
falls to acknowledge the huMn element In conpetltlveness^ By containing 
this essential coiV)onent of competitiveness, our proposal Mkes the Presi- 
dent's plan truly neutral. 

Although the Oolnt Conmlttee on Taxation estimates a revenue loss 
averaging $600 million annually from this reform over the next five years» 
this investment would provide leverage for $2.4 billion In additional 
private sector per year expenditures on retraining. It would also be a 
modest Investment In reducing the billions of dollars in unemployMnt 
compensation paid out over the last several yeirs. 

The second prong of our legislation allows displaced workers to finance 
retraining with money withdrawn, without taxation or penalty* from their IRA 
or annuity accounts. This approach does not call for direct Federal outlays 
of ioney, but rather ties Into an existing finance system which at the end 
of 1983 reached over 13 million households, mar\y of which are supported by 
Individuals with annual Incomes under $30,000* 

This provision, while not a panacea for the problems of our unemployed 
or underen)loyed workforce, does provide an additional financing option for 
those seeking retraining. Moreover, since we limit tax*free and penalty*free 
withdrawal to $4,000 over a five-year period, it Is not likely that use of 
these funds for retraining will damage the long-term viability of the IRA 
as a retirement wchanism. It should also be noted that tax-fret and penalty- 




fret withdrawals frcai IRAs art alreacty alloMtd under certain specific 
clrcumtancest so our proposal would not be setting a drajMtIc or Inapprop- 
riate precedent* 

One final point about the IRA» Mr* Chalrsan* A nuiber of studies 
Indicate that future displacement Is likely to occur not so wch In basic 
Mnufacturlng, which has alrtatl/ been hard hit, but In services Industries* 
Dlsplaceaent Is also likely to occur to people In Middle Mtnagettent* It Is 
these people who have alreavily established IRAs or conteiplate tstabllshing 
the«» and It is these people who would be best able to Invest these funds 
in their future through retraining. 

A third and very significant provision in our bill provides that the 
participation of displaced workers in an eligible training prograa will not 
disqualify these workers fron unenployment coapensation to which th^ are 
otherwise entitled. 

As the Cotmittet knows, despite the requireflients of the Job Training 
and Partnership Act, only 13 states at present allow a worker in a retraining 
progran to receive unenployiient compensation* What we need, is to provide 
incentives for workers to seek retraining at the earliest possible tine, 
thereby allowing the* to acquire new skills and to depart the uneflployiwnt 
rolls* What we do not need is a systen which undates that people wait until 
their unenplcyaent has run out before th^ can develop a new skill* 

let Me eiphaslze that this bill is not intended in any wity to replace 
OTPA or other efforts of Congress to assist the disadvantaged, but rather to 
suppleMnt their efforts. OTPA aust be left untouched so that wt can 
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iccuntely determine Its effectiveness and Its Korth. But we are talking 
about t significant problem In America tod^^ which way need more than OTPA, 
and which ether federal policies designed to serve the needs of different 
segnents of our society do not address. 

Vhat are the significant nerlts of H.R. 12197 First, business and 
workers^ finance their own retraining, resulting In greater controls on both 
the appropriateness and quality of the training. Second, our proposal Is 
flexible, because Its Incentives are not linked to the vicissitudes of the 
Congressional budgeting process. These Incentives also will not cost the 
federal Treasury any wonty unless business and workers thewselves decide to 
spend More monty on retraining, thereby triggering the legislation's tc^x 
incentives. 

Finally, Hr. Chalnun, I would like to point out that the bill also 
Includes a provision for a national Job bank system. It would require 
the Secretary of Labor to submit a report to Congress within one year 
of enactment regarding the cost of Implementing a nationwide computerized 
Job bank* A CRS analyst, Linda LeGrande, has completed an excellent 
stuciy concerning the feasibility of this idea and I ask that her report 
be Included In the record. 

Hr. Chairman, although I am from a state which has been particularly 
hard hit with unemployment! I do not believe that the issue of retraining 
our workforce is confined to the northeast or midwest. This Is a national 
Issue. 

In the coming decades. It Is expected that our workforce will be generally 
confined to older Americans* In fact, the Bureau of Labor Statistics predicts 




a severe Ubcr shortifie within the next 25yeirs» As the Conwcrce Ocpcrt- 
Msnt point! ait, "this neins that the current U»S» supply of Ubor wst 
provide Mich of the coinpetitlve wscle In thi coning decade* Older worker 
adaptation to technological change via retraining is therefore a key to 
U*S* international coi|)etitiveness In the decades ahead." 

Mr. Chainain, it is iinperative for Congress to act on this witter 
in the near future. Let's not allow the United States to be left behind 
while other nations improve their competitive advantage. We must insure 
that the Aiwrican economic engine which drives global development st^s 
In tune. 

I strongly believe that H.R. 1219 provides the necessary incentives 
for employees and enployers to neet our nation's retraining needs. W»'le 
it does not answer ill the problems faced in our labor markets, it is cer- 
tainly an important first step. 

Again, I appreciate the opportunity to testify on this legislation, 
and I look forward to working with the Comnlttee as it develops an 
appropriate policy toward this vital issue. Thank you Hr. Chairman. 
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Thk National Job Bank Syttsii 

AISTUCT 

Consrest ha* loa| called for tht ••t«bllthatot of a nationvlda coaputar- 
lead Job bank and aatchlns tyttes datlgnad to laprova tha foactlonlnt of tba 
labor aarka^. Althouih tba U.S. EaploTacnt and Training AdaXnlttrttlon baa 
davtloped aevtral vartloos of sucb a tyttM, noot app«ar to btva fuUy aat 
tha legltlatlva intant. Tblt raport dtscrlbtt tha avolutloa of tba national 
job bank tyatta tnd axaalnet tht fattlblllt/ and aarltt of craatlnf tha kind * 
of tjttaa orlflnaUy toTltlontd by Confrttt. 
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THE KAIIOHAL JOB BAKK SYSTEM 



IWTIODDCTIOH 

ror ntArly 20 jurs, Confrttt has expr«««ed onsoins iaterttt la th« dtv«l«* 
opatat of a n«tioowldt» coaputtrixed Job bank aod utchias •yttta. Basinalng 
vlth the 1968 aaiodswatt to th« Kanpovtr Dcvtlopaeat and Traialcc Act, through 
tht CoaprahenslTt Baplojneat and Tralalof Act of 1973 («a aaendtd) aod lu 
auccettor» the Job Tranlns P»rtner»hlp Act of 1982, tht Sccrttci^ of Ubor haa 
bcsQ authorised to derclop and aaiatala • maani of Ideatifviog aTtllablt workers 
aod Job opeolagti aatchlng the worker* to ths requlreMQte of tht Jobt, and 
rtftrring thote quallfltd to tht tpproprlate taployart. Tht Itfialttloa tptci- 
flta that the Job bank and Mtchlng prufraa thould optrttt within and tcrott 
gtogrtphlc boundtrlet and requires thtt oc^ of tltctronic daCt proctttlng and 
ttltcoK^inicationt tytttaa thould be Btxiaixed, co the txttat pottlblt, for 
thlt purpoat* 

Tht iQttQt of tht national Job bank conctpt it to iaprovt the functioning 
of the labor narktt br aora fuUy inforaing Jobeeektrs of cxltting Ttcanciea 
for which tht Jobitek«r might be qualified. The ute of electronic dttt procttt«- 
ing aod teltcomiQication equlpaent to tpeed the ditttalnttioo of ewployMnt 
InfORMtion throufhout the United States it dttigned to alnialse tht durttion 
aod aaxiaite tht tcopt of Job tearch. The hoped for rttult it lett uataploy- 




82 



m«nt, both la Ctnu of thortir p«riodi of untmploystat and f«vtr ptopi* 

Ovtr tb« 7«art» tbt EapIoTMnt and Tralnlns ^inltfcratioa (RA> of tht U.S. 
D«p«rtatnt of Labor has productd mof than oaa varaloa of tha national Job bank 
concapt. Kooa appear to hava fuUy aat tha atatutory Xaxttoifa daacribad abova» 
although aach Yaraioa has tri«d to laprova opoa it a prtdaceaaor. 

Thia raport axaalnaa tha avolutioa of tha national Job bank* Xt daacribaa 
tha ayataa aa it axiaca today aad propoaad lasialatioa ralatad to Job banks* 
Iha faasibiUty and aarita of achleYing tha atatutory lanfuasa ara addraaaad^ aa 
waU* 

TSC gyPOTIOM OF THS HmOHAL J0» BAHK 

Tha tara Job bank has coma to vtao tha Uatins and daaciription of Job opaa* 
1.42a aubaittad hy aaployara to local Eaploraaat Sarrica (IS) offieas. Inforaa-* 
ticn in tha national » 8tata» aod° local Job baaks ia naad by BS eountalora to 
rafar qtialifiad appUcanta to caployara. 

1* Paat iKparianca 

Froa about tha 1940ii throufh aid-1970a» a vary prialtlYa iataratata Job 
bank axiatad* IS partonnal would aalact Job ordara that thay had beta tmabla 
to fill locally and aand than to thalr Stata'a daaranea coordinator* Tha 
coordinator » ia turn, voold aaka paptr copJlaa of thaaa hard-*to-fUl Jobopanlnsa 
and aand than to aach of tha othar Stata coordinator a* Tha daaranea coordina** 
tor in aach Stata would than diaaa«lnata copiaa of tha othar Stataa* indiYidual 
liatioff to thalr local ES offieaa. If Job applicanta indicatad a wUlin|naaa 
to ralocata to jj',at a Job» tha aaploTMnt counaalor could hunt throufh tha 49 
paper Ustinsa of out-of-Stata >>b opanloga to datamlna If tha applicanta* 
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characttrittict «it any of tht joVa' requlrtaintt. Ibis procttt proved to cm 



Tht •■ttblithstnt of as tutoaatcd attionvlda tyttaa to laprovt iiork«r<-job 
aatchlog had to avalt tha coaputtrisatloa of Sttta aad local iob baoka. In 
Hmj I968» tha KationU first coaputtrlaad job bank bagaa oparatlog in Baltiaora* 
KarsrUnd. 2/ Ibdty* coaputaricad Job banks oltt in naarly avtry Itata, 
although tba axttat of coaputtr captbilltiaa viriat. 

With tha autoaatcd Stata and local job banka in placa* tht ITA initiatad 
tht Inttrttata Claaranca Sfrntm in 1979. 3/ Tha Inttrttata Procaatlot Sarvlct 
of the Rtw York Stata Daptrtnent of Labor ia AXbtay, Saw York, aloeg with tha 
Stata and local Job b«nka» foraad tha Intaritata Claaranca Sottas. Sttta and 
local BS officaa talactad job ordtra that thty had bean tmablt to fill and* 
cnca • veak» vallad copitt of tha opanlnga to Albany. Tht ctntralistd opart<> 
tion in Albany conaolidtttd tha inforattion* put it oa tticroficha ctrdt, and 
tant it veakly to all Stata and loctl officat. Total turnaround tlaa wit 
about 10 dayq. 

Ualtr thlt tytt«t» BS countalora wtra abla to contult ont liatiot* rtthar 
thtn aaptratt littintt f-o« aach Sttt«» to att if out-of-8tata joba vtra avail- 
ablt for thair intaraal:ad applicantt* In addition* tht latarttata Proctttiot 
Sarrica alto would cc«puttr-««tch tpplictnt lafonutici «tnt to it by BS of fi- 



17 Baaad upon ditcuttion vlth BTA ptraonntl. 

2/ Xbid.^ 

3/ U.S. Coutrttt. Bouaa. CoMlttat oa Scianca and Tachnolosy* lubcoaait- 
tat on Znvaatlgationt and Ovtrtlfht. Job Foracattins* Baaringa, 98th Con^ 
ratt» Itt aaation. April 6-7» 1983. p* 292-293« 



axtraaaly cuabartoaa and ona that navar rtaUy workad wall. If 
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CM with cht rtquirtMntt of JoU Il«t§d in tht inttrttttt tyttta* kf Tht IS 
office* Chen would rtctiyt • coaputtr output of tht applicant-job sat chat* 
Tha In t a rat at a Clatranca Sjttaa Lad tavaral problama* V Fira^, tha 
procedura still iapoaad a heavy ptpervork burdan oo local officaa. Second, 
soM ES paraonnal prafarrad to hold onto Job vacaociat in tha hopa of araattt«*« 
•llj fillinf thea vith tmeaplojed vorktra frcm thair local araa* Both thaia 
factora con tribal tad to a third problea* naaely* Itck of participatioo in tha 
sjttaa: only about 1,500 vtcancies vera advartiaad tanutlly* Fourth, all 
BS off icai vare not equipped with machlnas to raad tha alcroficha* And fifth. 
Jobs vera oftan filled by the tiaa tha interateta inforaatioa reached local 
aeployaenc couoaalora* 

2« Current Statm 

In raepoosa to these probleM, the ETA bagen to explore viye to ieprove 
the eyetee in Noveabar 1982* Effective June 1983, the Interstice Clearance 
Sjttea VA« replaced bj the Kttiooel Job Rank Systee* 6/ It is coepoeed of tha 
Interettte Job Bank in Albany (forserlj called the Interstate Proceseiof Sarr- 
ice) and tha State and local job banks* The new systec vaa tested for one 
yesr before htiug officially announced as operative by the Secretary of Labor 
in July 1984* 

The revised syatee differa froia and is intended to overcoat eoae of the 
probleas of its predecessor* Two innovstioos are deeifned to increase use of 



4/ Based upon discussion with BTA personnel* 

V Bureau of Rational Affairs* OOL to Itavsap Interstate Trsnafer of Job 
Oxder7* Eaployaent and Trsinini Haportar* March 2, 1983* p* 730-731* 

S/ Buresu of National Affairs* Inters tste Job Bank Chaofee Made* Eaploy- 
aent and Traiainy Reporter* June 8, 1983* p* 1327* 
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thm syatM by Itat. «ad local K8 offic«s* Tht BTA lui «uut«t«d tb«t th« 
offlMs !»• AutOMtad criUria to Mtnet froa «U Uatftl job ordan tho«« that 
•boold go into th9 iQt«r«tata •yttts, 7/ Sy prograMlng st.t. and Xoc*i Job 
btnk coapotan to atUct thota job ord«r« that maiti wafUlad eftar • cartalo 
noabar of dayt , or that ara In pirtlwUr occupations or abora a apadfiad 
aaUry laval, tba raluctaoca of aoaa IS paraonnal to put joba Into tba ayitaai 
can ba orarco«a. Am a coiuequanea, .on joba than In tba past .bould nov appaar 
In tba aystea. Moraorar, autoaatad axtractioo of job ordara raducaa tba p^r- 
work Involvad In placing a job In tba iotaratata ayataa and could thua furtbar 
ancouraga participation. lu addition, hatd-to-fUl job yrdara can .now ba 
traoittlttad batvtan ES offlcai and Albany on coaputar tapaa or tbroogb tala- 
coaaaaleatioo with coaputara, aa wall aa on ■icroficba carda. Aa tbaaa altama- 
tlfa Mtboda of Infoniatloo diaaaaination alao Itaaan tba papcnrork bordan, 
uaa of tba intaratata ayatt« could wall ba apurrad* 

At praaant, 11 statca an uaing aatosatad critaria to aalact job ordara 
for attb^aalon to tba Intaratata syataa, 8/ Tbtaa gtataa ara Coanactlcut, 
Florida, Idaho, Loulatna, Michigan, Hlttnaaota, Ravada, ICatr Tork, gwitb Dakota, 
Taxaa, and Virginia, 

»ot aU Stataa ara aithar abla or willing to awltch f ro« alcroflcha catda 
to coaputar tapa or oolina talaconaHinlcation tranaaiiaion of job ordara to Albany 
bacauaa of dlffaring coaputar capabilltita. Today, 40 SUtaa ara uaing coapu- 
tar tapai to nubalt job ordara to tha Intaratata Job Bank. •/ In 5 Stataa 



7/ Btaad upon ditcuaiion with RA paraonnal* 
8/ Ibid. 
9/ Ibid, 
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<Mif sourly M«vadt» Oblo» South C«rollM» «ad Utah)* Job orders are beiog teot 
frott their coaputert to Albany over telecoaaunlcatiooa linkaies* Another 7 
States (Arisona» Calif orala» Iodiana» Moatana» Famuylvaala, 7earaasee» and 
Vfoeinf ) are traoaalttinf paper copies of Job orders to Albeoy* 

All States continue to receive aicrofiche cerds back froa the Inters tete 
Job Bank f *i in their local BS offices. If Albany sent the inters tete infer* 
Mtlon to butf states oa coaputer tepe and they stored it in their coeputers» tbe 
coat would be prohibitive eccordinf to aoae Stetee* lOf 

Tbe new Interstete Job Bank no looker will coaputer-match applicants* Job 
duracteristica to vecendes listed in Albany's covputer* The STA haa deter* 
■incd that tbe worker-Job aatching perforaed in Albany under the 1979->i982 sysicea 
duplicated eorvicea provided et thu Stete end local level. 11/ Applicant-Job 
aatchlof nov is the sole reeponsibllity of State and local BS off ices » reserd- 
lets of whether the aatch Is sade with Joba inside or outside the State* The 
Interstate Job Benk will continue to aonitor referrals and placeaants* 12/ 
During 1984 » there were ebout 25»ftOO new* uoduplicated Job orders and 
44»700 Job openings in the Interstete Job Bank* ly Tbe largeat share were pro- 
feisional poeitions (41 percent)* The aedian salary of listed Joba was about 
922,OO0« (See Appendix for a saaple of Joba listed in the interetete syatea*) 



9/ Ibid* 

jO/ Hortisufu» Ken* Katlonwlda Job lank Short on Dapoaitors* Vaahlngtoo 
roft; July 20» 19M* p* A19. " 

11/ Based upon discussioQ with KTA pereonnel* 

12/ Bureau of BationaX Affairs* *ITA* Bxplalna Interstete Job Bank lole« 
Caployatnt end Training Kaporter* Kay 16, 1984. p* 934* 

13/ Based upon discuasioo with KTA personnel* 




87 



IKODIT HCISL4TIVB nOFOSALS 

IWo hiXXm r«Uttd to job b«nks thtt wtrt latrodue«l la th% 98th CootrMt 
h«Tt r«lati:odue«l In tb« 99th ConsrtM. Tbm CoMualty iMtvaX taploymmat 
ict (!•». 1036, 98th OonsrMt, Ut sMtloa; B.R. 670, 99th Ooatr««t| X«t •msIoq) 
proposed by l«prMtttt«tiv« Augustus I«wkin« «<IdrM««« tht Sttte job bok Mytm 
In etctloQ 402. Th« bill voold approprl«t« $50 «UIlon for 1X86 ud for €*ch 
of th« thm 3ucce«dlQg /Mrs for th« dtrtlopatat «ad ImplMintatloa of Job buk« 
In tTery Statt. Utctronlc data procMalns and ttUcMunlcttlon ayatasa 
would b« uaed by tha Job Unha to Idtatlfy and coJtlnuaUy updatt Job opaninst 
aa vtll a$ to refar appUcaata to opanlnta, among other thlngt. Tht bill atataa 
that tha coaputarixad Job banka ahould U coai^tlbXa with othar autoaatad 
ayattaa alraady In uat. 

Tha Natlooal Tealnius IncentlYaa Act (H.I. 5X5?, 98th Conirtas» 2nd aaa- 
alonj a.R. 1219, 99th Cotksrata, lat aaatloa) propoatd by KtpraatatatlY* Nancy 
Jobnton addraatta tha national Job bank syatea In aact% ^ 302. Tha bill would 
raqulre tba Sacratary of Ubor to aubiKlt a rtport to Coosrtaa within oaa year 
of aaict»tnt oa auch laauta aa tha cott of fully laplastntlns • nitlontilde 
coaputarliad Job bsak and aatchins ayataa aa Intanded sott rtcantly undar 
aactloQ 465 of tba Job Tranlnt P*rtnarahlp Act, and tht axttnt to which auch 
a program would raqulra cbanfta In axlatlox stata BS oparatlona. 

rEASUILlTT AHD MOLITS 

Tachnoloflcally, a oatloawlda co«putarlxad Job bank and Mtchlng aytta* 
la fMlbla. W Orar tht yaara, howavtr, aach Statt Urgtly baa dtvtlopad 



U/ O.S. Confraaa. Job Foracaatlns. p* 162 > 163, and 267* 
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tDd Uplcaenttd its Job bank aytCM IndtptodtnCly of cht othtrt* At ■ eoai(.« 
queoct, ooc all actcewldt Job banks art tuconactd; chott chac tra tucovactd 
tife to to varying dtgrttt; tod cbe ttptrtCt tytcasi trt noc tlwtyt coaptdbla* 
The ETA it faced vlch txyin^ to cakt Chttt dlvtrat tltatnCt and IncagrtCt cbta* 
Givtn Chit acirdnf poloc^ Ic It pottlbla chaC mch ot whac tlraady la In 
place May havt Co bt d It carded In order Co build Cht unified tytCta eaTlalocied 
by CoQsrtsa* 15/ In addlcioo, bringing chatt frtgaeoctd pitcaa cogaCbtr could 
veil be leaa Cachnologlcally tCralghcforvtrd and aore axpenalvt cl^tn if an 
InCegraCed aytCea vtra baing dtveloped from tcracch* 

A Bore fuodaatncal it tut it vhechtr cht nadonal Job bank vould laprova 
Che funcdonlog of cht Itbor markac, givtn curranc aaploytr tnd vorktr uat of 
Che ES* Most Job ordtrt tubalcced Co ES offlctt by taploytra rtqulra fairly 



lov tklll Xavtla tod pty ftlrly lov wtgtt* They ututlly cto be aaally filled 
by vorkact froa cht local Itbor sarktc* In tddiclon, chty tre noc cht kind of 
Jobs for which people vould be villlng Co .aloctCt* On Che oChar a.tdt of cht 
coin, aofC Jobteektra who go Co ES of fleet looking for taployMnc tra untkllled 
or seaitkilXed workera* W If Cold of Jobt for vbich Chty vera qualified ChaC 
required chea Co aove ouCilde chtir coMunlclet, chey probtbly vould noc do to 
for t Job paying Che $h - $8 hourly raCt chtc chtlr tklll Itvel aighc coaaund* 
Thertfort, alnce StaCe tnd local Job btnka Itrgely conCtin Jobt chat can be 
filled locally and alnce «otC ES cllenCk trt unliktly to be wilUog Co Move Co 
obcaln t Job» che utefulneit of aa InCtrtCtCt Job bank chtC conctina all Joba 



15/ Ibid. p. 294. 

16/ Ibid. p. 162 tod 163. 
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in statt and local Job baoJct tod that pcrmlta miCchlof of all BS cllanCa» 
characcarlatlcs with thaae Joba would b« llaitad. 

A mora practical ayataB* (ivaa currtnu aaployar aod workar uaa of tba BS» 
la to aalact fro. Stata and local Job banka onlr thota vacaadaa for which 
workara slfht ba wHlini to relocate. Typical charactariatica of «uch Joba 
«i«ht b« the raqoirasant of apecialir-I education, training, or axparianca 
(a.c, akilled white-collar aod blue-collar Joba) and ralativaly hlfh aalarr 
lavala • 

Under the lateat varaion of tho iateratate ayataa. tha ITA ia ancour- 
aging the ES to axtr«ct thi. type of Job fro« their Stata end local Job banka. 
Although the nuaber of vacanciaa in the new ayatea ia auch highar than In tha 
prerioua ayatea, the Joba that are liated atill account for fairly faw akilled 
whita-'C'^aer and blua-collar Job opanlnga. Moraovar, fairly fav akilled whita- 
and blue-colUr workara look to tho ES at a aource of Job Inforaatlon. Conaa- 
quently, the coata of dafcloping and iaple^atlng a oationwida coaputorlxed 
Job bank and matching ayatan aa originally anviaioned by Coograaa may axcead 
the benafita darived froa aerving auch.. a email ahare of all 0.8. aaployera» 
Joba, and workara. 

If more eaployara would llat more "high level* JoU and if more "high 
level" workere would ue« the BS, then « national automated Job bank and match- 
ing ayatea might be worthwhile, lha baaic prerequiaite that would merit auch 
a ayatem ia getting eaployera to advactiae their full range of vacanciea with 
the BS. 17/ Then, ^-^rkera bacamtt avarm that large nuabara of -good* Job 

openings for which thty might be willing to relocate were being liated in Job 
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Unka» it !• y%xj likely chat tbcy would incrcatingly turn to tb« BS m • 
•ourc« o{ «aplojMat informatioa. Thua, tb« quantity of high quality joha 
listtd in cba Stata and local job btnka uodarliea tha Merit of tt^a lutiocvida 
job bank concapc. And thia ia sonathins that ia cocttrollad largely by private 
aaployare^ not by the ETA* 
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SAJiPLE USTIKCS FOR INTERSTATE JOB BANK 
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AN EXPLANATION OF THE 
IHE NATIONAL TRAINING IWCEyriVES ACT OF 1985 



fXindamental weaknesses in the u,S, vork force were revealed during the 
last recession. Incentives to train or retrain vorkers were virtually non- 
existent. Many of those displaced froro their old jobs were either ill-equipped 
to enter a new occupaticn or financially incapable ot acquiring new skills » 
Ktoreoverr erploycrs and ^Jorkers alike were poorly served by the Eiiploypent 
service and by tne nationwide system of unenployment benefits provided as 
income assistance. In many cases benefits ran out without facilitating a meaning- 
ful transition to gainful eirployment or to a new occupation. 

The intent of this legislation is to provide incentives for worker 
training r both through enplpyer and individual incentives, to examine the 
cost, feasibility, and expected benefits of a nationwide job bank system, and to 
assess the possibility of using non-profit oonmanity-based organizations 
to assist low-skilled individuals in finding wsrk* 

Title i ot the bill permits enployers to deduct from their tax liability 
25% of any skills training expenses in excess of the average skills training 
expenses Incurred by the enployer over the preceding five-year period. This 
provision is modeled after the existing 25% MD tax credit, enacted in 1981 
to encourage private research, and is designed to provide a tax incentive for 
new training programs sponsored, paid for, or conducted by employers* 

The enplpyer may apply the tax credit to expenditures for any state or 
federally registered apprenticeship program, any employer-run on-the-job or 
classroom training program, any cooperative education, or any other program 
designated by the Secretary of Labor* The training tax credit conforms to 
existing carryback and carryforward provisions found in the tax code which 
apply to the R&D credit. 

Title II of the bill is designed to assist structurally unemployed workers 
by allowing them to use for retraining funds invested in Individual Retirement 
Accounts (IRAs) or annuities » The bill permits an unemployed individual or one 
who has received advance notice of layoff to withdraw without the existing 10% 
interest penalty up to $4,000 for the purpose of financing occupational training • 

Any individual who is unemployed, has obtained job counseling within the 
last year, and meets certain basic requirements under the unemployrrent com- 
pensation law may make withdrawals from iras or annuities for training purposes* 
Those who have received a notice of layoff within six months may also laake 
withdrawals. The individual must first obtain employment counseling from a 
local employment office before withdrawals can be made; the employment office 
then certifies in writing that an individual is eligible to make such withdrawals, 
using criteria established under existing unctrploymer*: ocrpcnsation law. 
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The certificate of eligibility, along with an invoice or other evidence 
of entolhT«nt fron a qualified training institution, is then presented ty the 
individual to the trustee (bank or other financial institution) of the IRA or 
annuity. The arount ncxxJed (up to $4,000) is then issued to the training 
institution in the form of a vouchor and is not taxable, nie voucher can be used 
to pay a variety of expenses associated with the training program, including 
books, tuition, fees, materials, and special tools or equiprent. 

Training orograms that individuals may pursue under this legislation are 
in general any programs offered by a qualified institution (an institution 
of higher education, a postsecondary vocational institution, a proprietary 
institutiai ot higher education, and those institutions meeting criteria 
established by the Secretary of Labor) which prepares participants for gainful 
employment. The statutory definitions of "training prx)gram" and "qualified 
institution" track those in existing law, and anti-discrimination provisions 
are applied to all qualified institutions and eligible training programs. 

Title II also removes a disincentive against retraining by providing that 
any displaced vorker otherwise eligible for onenployment cotpensaticn shall 
not be denied such payment due to participation in a training program. 

Title III of the bill directs the Secretary of Labor to report to Congress 
within one year on the extent to which a nationwide job bank system can be 
expected to increase employment opportunities in each state, its u>st, and its 
adaptability to existing unenployment services. The Secretary must also asses, 
in the report the feasibility of using nonprofit, privately-operated job-referral 
services for the referral of individuals to jobs in low-wage industries where 
little or no skill is a prerequisite for enployment rather than using state 
eirployment service offices. Title m also authorizes funds to cover adminis- 
trative expenses incurred through the counseling and certification process; 
this amount ($37 million) is equivalent to 51 of the current administrative 
budget for the U.S. Brployment Service. 

Title rv amends the Job Training l^rtnership Act to instruct private 
Industry Ctouncils (PiCs) to make available throughout service delivery areas 
information regarding training programs. Title IV also provides that, for the 
purposes of determining eligibility for Pell grants, any anount withdrawn from 
an IRA or annuity for training purposes as well as any amount received in the 
form of unemployment oonpensation shall not be included as family income. 
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joiMi COMMinci o« Takmion 

lOtS 10»46WOMH HOUSl OfflCl tUaOMt 

2ZIaf!)inglon, 33,C 2C515 

FEB 19 B85 



Honorable Nincy L, Johnson 
U.S. House of Representatives 
Was>iington, D.C. 20515 



Dear Mrs* Johnson: 



This is 
estimate for 
on withdrawal 
qualifying un 
occupa ticnal 
cre'lxt for in 
excess of the 
the employer 



in response 
your proposa 
s from Indiv 
employed ind 
retraining J 
vestments in 
average ski 
over the pre 



Assuming an effectiv 
estimate that the proposa 
on Federal bjdget receipt 



to your request fc*- a revenue 
1 to (1) suspend interest penalties 
idual Retirement Accounts by 
ividuals, if the funds are used for 
and (2) establish « 25 percent tax 

any skills training expenses in 
lis training expenses incurred by 
ceding three-year period. 

e date of January 1» 1985, «c 

is would hnve the following effect 

8 . 



1985 



Fiscal Vear 
1986 1987 1988 1989 1990 

(Billions of Dollars) 

-0.8 -0.5 -0.4 



-0.1 -0.7 -0.9 

If we can be of further assistance please contact us 




David H. Brockway 
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INDIVIDUAL RETIREKENT ACCOUNTS 
19«3 Cecums 



$1.00 - 15,000 
$15,000 - 50,000 
$50,000 - (oore 



TOTAL 



1,480,532 
9,094,847 
3,119,295 



$1.00 - 15,000 

$15,000 - 25,OOC 

$25,000 - 50,000 

$50,000 - tnore 



TOTAL 



1,480,532 
2,543,478 
6,551,369 
3,1 19,295 



$30,000 and below 
$30,000 and up 



TOTAL 



5,575,720 

8,118,954 
13,694,674 



$25,000 and below 
$25,000 - 50,000 
$50,000 - more 



TOTAL 



4,024,010 

6,551,369 

3,119,295 
13,694,674 



Source; Statistics of Income Bulletin: Department of the Treasury, Intrrnal 
Revenue Service, Vol. 4, No. 3, Winter 1984-1985, P. 28. 
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DIGEST OF DKAFT LEClSUTION TO BE PROPOSED BY 
REPRESENTATIVE HAKCY L. JOHNSOH OF COHNECIICIJT, TO PROVIDE INCENTIVES FOR 
WORKER TRAINING THROUGH BOTH EMPLOYER AND INDIVIDUAL IWITUTIVE AND TO REQUIRE 
TBE SECRETARY OF UBOR TO STUDY THE FEASIBILITY AMD COST OF A NATIONAL JOB BANK 

The folloi/int it a digest of drafc letitlation which it *'co provide incentives 
for worker traioinj Chroujh both employer and individual initiative and Co require the 
Secretary of tabor to atudy the fe«»ibility and cost of a National Job Bank.** ^ 

National Training Incentivea Act of 1985 - Declarea Chat it it Che policy 
and retpontibilicy of the Federal Governcaent to encourage cooperation between 
enployert and employee t to prooote training programt which will attitt eaployfet, 
thould Chey be diaplaced fron the work force, in training for a trade or occupation 
for which pretent and future eaoloyoenC opportunitiet exist. 

Enuaeratet congrettional findingt with retpect Co che inadequacies of 
exitting ecploywent and training progmt, the importance of such prograaa to 
the national tecuricy and economy, the current funding of tuch programs , che 
impact of foreign trade competition on che U*S* economy and job market, and the 
inadequaciet of Che unemplo/ment coapentation tyttea* 

Title I: Amendmentt Co Interntl Revenue Code of 195A Relating to 
Employee Training - Aaendt the Internal Revenue Code to ettablith an eaployte 
training credit for employe rt. 

Addt tuch employee training credit to thote creditt which are included 
in the current year butinett credit for purpotet of detemining the general 
butinett income tmx credit for a taxable year. (The Internal Revenue Code 
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provitiona for auch general butinett incOBc tix credit penit three-year 
ctrrybtcka and I5*year cerryforvarda of unuaed credita» with apecified 
littitationa .) 

« Kakea auch employee training credit for any taxable year equal to 25 percent 

of the exceas, if any, of: (1) the qualified training expcnaea of the taxpayer 
for auch taxable year» over (2) the baae period training expeniea of auch 

* taxpayer. Defines "qualified training expenaea" aa the aggregate aaount of 

expenacs paid or incurred by the tai oayer during the taxable year in connection 
with the training of eaployeea under approved training prograus. Definea "baae 
|>eriod training ezpenaet" aa the average of the qualified training expenaes 
for each year in the base period. Definea "baae period" aa the five taxable 
yeara of the taxpayer inaediately preceding the tarable year for vhich the 
detertainat ion ia being Made ("the determin«tion year"). Seta forth tranaitional 
rulea for the first four determination yeara beginning after Deceaber 31 » 198A. 
Seta ainivua baae period trailing expenaea by providing that , in the caae 
of any detenination year of the taxpayer for which the qualified training expensea 
exceed 200 percent of the base period training expenaea, "50 percent of auch 
qualified training expenaea^ ahall b« aubatituted for "the base period 
training expensea" in the foniula to detcmine the anount of the credit. 
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DcfitMt ''•pprovad traioinf ftogtmUf** for purpoaaa of •od» «ipl07t« 
trainini crtdit, to iocludf: (1) moj •ppr'Sioticaahip protraa rtti«ttr«d or 
■pprovad by rftdcr«l or State atcocita; (2) toy taploytfdttigntd or 
csploycr-tpotMor^d trsinioj protrta i4)ich »t«t« ctrttin rtquirtatnta 
prMcrib«d by the tacrattry of tsbor (S«cr«t«ry); (3) mnj coop«rativ« 
tducatioo; U) «axy trainioi progr«B deiignttcd by tb« Sccrstary iA>icb it 
carried out under the eupervieion of eo institution of bifber education; or 
(5) any otbtr training protrea epproved by tbe Secret ery* 

Sete fortb epeciel tex rufei for tbe eggretetion of qualified training 
•xpeneat* alloc^ions of euch credite, end edjuetnente to euch caployee 
training crfcdit eaount for ecquieitione and diepoeitione of e trade or bttei:teee. 
t^cifiea tbat the employee treining credit ehell be in eddition to any 
other deduction or credit ellovtd for the ease expeneta twder tbe federal tax 
law* 

AMnda tbe Intamel levenue Code to cx^pt Crca eny penalty tex eerly 
vithdrcvel froa an individual retireatnt eccount or ennuity (UA) of a 
dieplectd vork^r if euch vithdravele ere made to pay treining expeneee* 
do not exceed the elloveble naouat* end are wede in eccordeoce with the 
reqnircacnte of thie Act. Incorporetct provieione of title II of tbie Act 
relating to 'ba definition of diepleced worker e, treining expaneee, end ellov- 
eVle m diatributiona within tbe Internal Revenue Code provieione releting to 
iodividuel retireaent eccounte ead ennuitiee. 
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Title XX: Vithdrwala froa ^dividual Ittirciient Account ■ and Annuitiea 
for Job Training for DiapUced Vorkera - Entitlea a diaplaced vorkcr to apply 
to the Secretary of Labor (Secretary) for certification of auch indlvidu«ra 
atatua aa a diaplacirf vorkcr. 

Definea a "diaplaced worker** aa any individual, aa of the ti»e of appH*- 
cation for a certificate, vfao baa at leaat 20 quartera of coverage under 
title II (Old Age. Survivora and Diaability Insurance) of the Social Security 
Act, vho haa received eaployaent counaeling within the paat year fro« an 
agency approved by tbe Secretary, and vho ia in one of the following categoriea: 
(1) receiving regular State uncaploy«cnt coapenaation; (2) eihautted tbe right 
to receive aucb coapenaation; (3) uneaployed, or received notification of 
termination of caploywnt within aii. aontba, due to penunent cloiure of a 
ylant or facility; or (4) uneaployed for aix aonth* or acre and with limited 
opportunity for eaployMat in a iiailar trade or occupation within a rtaaonable 
coaoMiting diataoce. 

FemitB diaplaced rorkera to withdraw aaounta froa their individual 
rctireaent acca^t or annuity (UtA) to pay the expenae (tuition, feea, books, 
auppliea, or required equipwsnt) of an eligible training prograa. Limit a the 
aeounta of auch IXA withdrawal to $4,000 per year (with coat^f-living adjuat* 
aenta), ainua a^regate aaounta diatributed for training expenae payaenta iq 
tbe four isMediately preweding taxable yeara. 

Requiraa withdrawal fro« an IRA for training expentea to be made only 
through the use of a voucher itaued by the account truatee or insurance company 
cuatodian upon preaentatioo to auch truatee or cuatodian by the diaplaced worker 
of a diaplaced worker certificate and an invoice or atateaent evidencing that 
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•ucb vorktr b4« coroll«d In «n tlljlble trtlnlng progrtn. 8ttt forth rtquirt- 
iNOta for tha pr«»:«ttt«tion «nd radeaption of vouchers for pcyMOt of job 



penalty agaiott a diaplaccd workar for early vithdravala frOM an IRA to 
•pay aucb traininf expanait. renaita adjuataeota in the rate of return on 
certain inveatsanti nheD IKA funda are vithdravD to pay such training cxpentea. 

?rovidet that tbe participation of die placed vorkera in an aligiblc 
trainiat prograa ahall not diaqualify auch vorkera for uneaployMnt coapenaation 
to vbich they are otherviae entitled. 

Dcfinca **eligiblc trainf.ng profraa** aa a training profraa offered by an 
by en inetitution of higher educetion, e potteacondary vocational inatitution, 
e proprietery inetitution of higher educationi or any other institution approved 
by the Secretery nhich preparee etudente for gainful eaployaent in a trede or 
occupation in which present end future eaployaent opportunitiee exiet. Ic" 
quiree tbe Sccratery to proaulgete regulations for: (l) the applicetion of 
en educetionel institution for qualificetion of ite t reining prograa; eod 
(2) criterie for dctezaining ubether euch e job treining profrea quelifiee 
ee en eligible treining prograa under the tcrae of thie Act. Directe the 
gecretary, for pUrpoeae of determining whether certain job training prograae 
qualify aa eligible treining prograae, to coneider any detemination relet ing 
to eucb progTMie atde by: (1) tbe Adainietretor of Veterans* Affaire or e 
tteta approvinx agency for veterene' educetionel progrtae; (2) a privete 
induetry council establiehed under tbe Job Treining Pertnership Act or other 
officiel or grcup tapovtred to make detezainetione under euCh Act; (3) the 
gecretery of Education; U) txxy Stete cducetion egency; or (5) e netionelly 



treining expeneaa. Frohibita dcpoeitery institutiona from 



ng eny 



f 
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ttcotaiud acmditias •t^ncy «hich the Sctrttary ditininii to \>m riliable 
ia •iriliutint tbi quality of Job trsioinx prOfraM. S«ti forth ooodii- 
criadfution r«^uir«mats for iutitutioaa offcria| luch job triioiat 
rrograM* 

XtquxTfti tb« S«cr«tiry to Binimiii thi uount of papervork ind ti»e 
Qtcaiiary to ctrtify «sy indiTiduAl ■■ • diiplic*d vorktr or may triiainf 
prof rtM ma ilisible trii&i&t protraa. 

Titl« III; Stif Mmplojtnt Serrice Eeipooiibi^itiis Ctrtificition and 
Ktfaml ■ - Diracti tba Sacrctiry of Lab^r to illocati fuxyli to ^tatti to 
rtiaburaa adMoiicritiva coiti of public caploTseot offices which provida 
cartificatioo for diiplactd workers, libof varket sod triiniot ioforvatioo, 
aM job ssarch services* Authorises sppropristions for such purpose 
for FY 1986 sad tberssftsr. 

Dirscts tha Sscratary to submit s report to the Cooiress oa s aatiotxwlde 
eoaputsrixed job Kank and aatchias protraa sutborixsd under the Job Trsinioi 
sod rsrtoership Act. 

Titltg IT; Hiscsllaoeoua >rovisioDs - Aaands the Job Trsiaini; Psrtaerahip 
Act to direct the privste industry councils sstablishsd under such Act to luke 
inforaatiott on job traiuint prosramt svsilsble throughout their ssrvics delivery 
aress. Kxcapts such councila froa liaitstions on expenditures iaposcd by such 
Act in providing auch inforaation. 

Xxcludss fron ths coaputstion o^ths aaount of ths szpected faaily 
contribution to a ctudent for rail Crsnt purposes sny uneaployasnt coapensstlon 
rtcaived by such atudent or any UA distribution used to pay trsinin* axpantei 
of such student, provided such studsnt is certified as s displsced vorker under 
tha tetos of this Act. 
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National Ttalnlng Inoontlv— Act 



iMues foe Dlicugalon 



BUDGglftRY COSTS 

OtaryoA the National Ttait>U>g Incentives Act will bo vory co«tly at * 
tijno oTlujgo bu3got deficits « 

Rpbuttalt This bill provides two approaches for retraining, neither of 
which rwjuires direct federal outlays, The first approadi, the m and annuity 
provisions, which allow workers to withdraw Money fron these acoounts foe their 
own retraining, builds Mpoo an existing private finance system, seoond 
approach, the 25% t*x credit, in contrast with federal training progmM which 
require one dollar in fecSeral outlays foe every dollar ^nt on training, would 
generate four dollars in private S9Ctor training for every dollar in loet 
federal rcverojes. These incentives will have no cost to the federal Treasury 
unless business and workers thenselves decide that noce voney needs to bo ^lent on 
reiraining, -i 

This legislation also responds to the need foe U*S* business and industry 
to conpete in * ;ilobal eoonony* Without a sufficiently trsinod work force, 
Anerica's ccupotitive position will significantly deteriorate, rtsulting in a 
lower standard of living for virtually all Awricana, Mxeovor, aboent such 
policies, increased protect ionian would likely result, proAicing higher costs to 
consinBrs for inpoctod products* 



WHO WILL BEKSm? 

Char^i This legislation will assist only a ttaall itlnority of workers* 

RebutUlt This legislation is designed to iiddress the probleoo wsociabed 
with the training and retraining of all the workforce* It is not intended to 
replace or duplicate existing prograas such as JTPA or Displaoed Wt>rkers prograos, 
but is intended to stiAOato a »ore realist! oetter coordinated, and oonpcehonsive 
use of resources for training* 

The 25% tax credit will help currenUy 5H)loyed workers avoid future 
displacertent through Increased cnplcyer-eponeoced retraining prcgracei* rurtherwxre, 
the tax credit could be used by wall businesses or urprofitable f Iree because of 
its carry-focwerd and carry-bac3c provisions* The m and annuity provision 
provides individuals who are unevployed and collecting unenployeent ineuranoe 
with an increased capability to finance their own retraining without having to 
divert funde Crcn their own day-to-day incoM* At the end of 1983 » over 13 million 
individuals hold IRA aocounU, with over five million of these held by individuals 
with annual household inocnes below $30,000* 
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lax SIKPLIFKXnCN TO CREDITS 

C harge: Docsn*t this f>ropoaal fly in th(^ face of efforts to sijnplify the 
coda?"* 

RBbuttal x Ihis epproach is consistent with tha l^teasury plan for tax 
neutrzdlty* Iho Tteasuxy plan cxantinuos Investiosnt Inocmtives for resoarch 
and dSevolopaent, and for new plant and e<7Jipraent# but fails to acknowlodgo 
the hinan elCMsnt in coDpetTitiveness. It extends the current 25% RtD tax 
crediti and replaoos the fJCSS with a nsw depreciation sd^edulo for plant and 
equipasnt* By containing the essential huun oocrponent of ocnpetitivenessi 
our proposal makes the Treasury plan truly neutral* 

As bud^t deficits force Oongress to consider trianing various cncployraent 
progrw, congress oust also consider the need to put in placo incentives 
for wokicor training and retraining, The incentives provided In this legislation 
are dcoand-drivoni triggered only as enployers and enployoes decide for thcra- 
eelves on the need for retraining. It it critical that Congress inpleroent this 
preventive approach to worker dislocation in advance of any possible eooncnic 
downturn* 



DOES. REIRMHIWG HEIP? 

Qiargot Ihoeo who are faced with unenployment do not readily adapt ^o 
training nor do thoy have the flexibility or resources to undertake 
rotralning on their own. 

Itebuttalt Kployor financed retraining through tax credits will involve 
workers wtx) have a desaonstfated ability to b^ trained and who already function 
effectively in industry, iho IRA prevision, because it involves ortployce funds^ 
creates an inocntl>'o whereby enployees who soak retraining have a greater 
porsonal stalce in tho selection and quality of their retraining. 

Hocoovor, in the 1980a the work force growth rate will be only half as nuch 
as it was in the last decade. As a result, today's workers will constitute 
over 90% of tho Ithor force in 1990. Also by 1990^ over half of all U.S. 
workers will be between tho ages of 24 and 44 — the nest pcoAx±ive years for 
workers. Ihl^ repnuMmts a major opportunity Lo incre2ise productivity if these 
workers can bo adequately trained or retrained. 
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Charge! A cx)rpontion and an Individiuil could pay Into a joint account 
to be um9 the worktr in the event of <Jliplacer»nt« 

Rebuttal: UitSer thl» bill there is nothing to prevtnt an en|?loyer from 
contributing to en IRA for retraining or retirment, Horeovtr, undor tho 
current IKA »chanl«n, cnployere can contribute to en eciployee*s retire- 
Mint account* 

the problem with other approaches, such as an Indiviaoal Draining Account, 
is that thoy require joint etiployer-ewployot participation, and that eraployoos 
eeekii^ sud) an account would <3^>end upon the willingnoet of their «sploy«rs to 
participate* As a result, the only way to ensure tl)e establisJnont of a training 
account %#ould be to nai)date en|>loyer^«n(>loyee participation* This wuld mount 
to the creation of m new and costly payroll tax at a tiiaa when Congress is unable 
to raise funds to pay the nation's current bills* 



Pg>LOYER iNcaynvES 

Oarqex since aiT employer can take a deduction for retraining, why is 
U\i8 legislation nocessary? 

Rabuttali Ihis bill recognizes that the infiortanoe of invostnont in worker 
retraining is similar to tho lEportanoe of investment in R&D and e^ipnent* 
Spscif ically, the bill permits ee^sloyers to deduct a portion of onplpyee 
training and retraining expenses from federal tax liability* Finsa could 
deduct froa their tax liability 25% of training costs abovo the ccnpany's 
training coot* of the previoua five years* Ihis differ* substantially from a 
straight-line buslnoss-expenso deduction, which could still bt vsoA with tho 
tax crodlt, but vhlch falls by Itself to differentiate one type of business- 
expense fron another* Nxeover, the tax credit will not reward currmt 
retraining, but %dll reward retraining over and above a f Ive-yoar average* 
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STAIEHCNT OF UiUlAM F. CLIHGCR, JR. 



Hadaa Chairperson, thank you for allowing me to proceed out of order. 
1 will Malt ay reMrks to < few brief observations on K.R, 5159, which I 
aa pleased to report has « bipartisan co-sponsorship list of 36 tncmbers. 

1 would like to cooipliinent you and the Subccufilttee for scheduling this 
hearing today on worker retraining, an issue 1 an sure we would all agree Is of 
vital iftportance to our nation. T would also like to compliment Oick Ourbin and 
Shelly Bochlert, and my Wednesday Group colleague, Hancy Johnson, for thejr 
inportant work and leadership on this issue. 

As you «uy know, Mny of the provisions of H.R. 5159 were orginally 
developed in a Special Report on Hunan Capital which was authored by Or. Par 
Choate and released by the House Wednesday Group in July 1983, with Z* meisbers 
of the Wednesday Group as sponsors. 

We are all aware of the need for legislation ir. this area. In the 1980s 
the work force growth rate will be only half a much as it was in the last 
decade* As a result, today's workers ^$t1l constitute over SOI of the labor 
force in 1990. Also by iggo. over half of all U«S. workers will be between the 
ages of Zi and U the inost productive years for workers. This represents a 
•ajor opportunity to increase productivity if these workers can be adequately 
trained or retrained, 

Sriefly, H.R. 5159 Is a demand driven, market -based approach, which puts 
into place government incentives that are triggered only when businesses and 
workers decide for theasel ves to finance additional skills training. It builds 
upon existing systems and resources and links business, government, and individual 
workers to iuxi«i2e our huwan capital investments. 
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the ftrsc prong of the legislation aHoMS dispUccd workers to flnmce 
retraining with nx)nc/ wUhdriNn, without penalty, froa their IRA or annuity 
accounts. This approach does not call for direct federal outlays of inoney, but 
rather ties into an existing finance sjrstem which at the end of 1982 reached over 
12 million households, imny of which are supported by Individuals with annual 
incomes under $30,000. 

The second prong of the legislation Is a tax credit to businesses which 
invest In.worker retraining. The training credit would slnUar to the 
existing RIO tax credit, and would permit businesses to deduct froa their tax 
llabilitjf 25% of training costs above the coinpan>*s average training costs of 
the previous five >ears> 

This approach recognizes the importance of investing in worker retraining 
similar to the liAportance of investing in RID and plant and equipment. It differs 
Substantially from a straight-line business expense deduction, which could still 
be used with the tax credit, but which fails by Itself to provide sufficient 
incentive for business to invest In worker retraining. Moreover, the tax credit 
will not reward current retraining, but will reward retraining over and above a 
five-year average, and could be used b> siRall businesses or unprofitable flr^s 
because of its carry-forward and carry-back provisions. 

For every dollar in lost federal revenues, this approach will generate 
four dollars in private sector training. It also offsets part of the financial 
coses to employers when workers trained by a cooipany take their skills to another 
firm. This should particularly help small businesses. 

Let me also mention that this bill provides that the participation of displaced 
workers in an eligible training program will not disqualify these workers from 
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unemplojriiient coxt}enSition to which the/ arc othervtse c.ititled. As the 
CoMNittee knOMS, onl/ thirteen states at present iHom i worker In a 
retraining program to receive unemp1oyr<«nt coinpensation. What we need, Hadim 
Chitrperson, is to provide Incentive for workers to seek retraining at the earliest 
possible tiMV, therebjf allowing then to acquire new skills and to depart the 
unentplo/tiient ro1)s« What we do not need is a system which mandates that pepple 
wait tntil their unemployment has run out before they can develop a new skilK 

Let me emphasize that this bill is not intended in any way to replace JTPA 
or other efforts of Congress to assist the disadvantaged, but rather supplements 
these efforts* JTPA inust be left untouched so that we can accurately deteraine 
its effectiveness and its worth. But we «re talking about a significant problCM 
in America today which may need more than uIPA« 

What are the significant merits of H.R. 51597 First, business and workers 
finance their own retraining, resulting in greater controls on both the 
appropriateness and quality of the training. Second, our proposal is 
flexible, because its incentives are not linked to the vicissitudes of the 
Congressional budijetlng process. Lastly, these Incentives will have no cost to 
the federal Treasury unless businesses and workers themselves decide to Spend more 
noney on retraining, thereby triggering the legislation's tax Incentives. 

Before 1 conclude, let me offer a few words about *.he Individual Training 
Account legislation, sponsored by a\y colleagues from 1111nois..an0 New York, 
Hr. Ourbin and Hr. Boehlert, dnd developed by my good friend and former 
colleague at the Economic Development Administration, Pat Choate. 

As you nay or may not know, the house Wednesday ISroup and the hortheast- 
Hidwest Coalition worked jointly for some time on worker retraining 
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legislition* As >ou can see, the resulting efforts ire quite different. 

t think It Important to share with tne Cotrmtttee the reasons we abandoned the 

Individual Training Account approach. 



One issue is whether the ITA will t>e voluntary or Rianditorjf. A voluntary 
approach may not cost the Federal government very jnuch, but will workers and 
L'titpluycrs, as requirud by the ITA «|ipru«ch. p4rticip«te in sufficient numbers 
to ensure a viable program? I think not. Saving money for retraining, It scems 
to me, stuply will not have a high eno'jgh priority when people decide how to 
allocate their discretionary income. That leaves the inandatory approach, which 
would guarantee participation, but would require a new and expensive federal 
payroll tlx and would. In effect, socialize the cost of retraining for what inay, 
in the end, be a narrow group of people. As this Cotmittee knows, estimates 
on the nunjbers of displaced workers var> from just under 100,000 to over 
two million. 

Further, although H.R. 4832 is described as wholly voluntary, envployers who 
do not participate would continue to be Subject to a $H per employee surcharge 
to the Federal Unemployment Tax. Employers would also be Subject to a tax pfnalty 
of J378 per employee if their states failed to participate in the program. 
Mureover, the annual employer -employee ITA payiwnt of JSOO per employee is rcAr\/ 
five tiMS greater than the average unemployment tax per employee, and that does net 
include the tax loss to the federal government tnat will result from the ITA's 
tax incentives. 

While both bills have the same objective, and both bills should receive 
further consideration by this and other Committees, I strongly believe 
that the National Training Incentives Act provides the proper incentives for 
employees and employers to N^et our nation's retraining needs. H.R. 6169 is not 
a pinecea for the problems faced by displaced workers, but its enactment would be 
an important first step, 

'Again, I appreciate the opportunity to testify on this legislation, and look 
forward to working with the Cottvxittce as it continues to explore appropriate 
federal pol icy. 
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Mrs. Johnson. I am also pleased to recognize the support of Con- 
gressman Harold Ford as an original co-sponsor of the National 
Training Incentives Act that Marcy and I will discuss in some 
detail right now. 

The overriding concern of all of us is human capital in this 
Nation and how we can better invest in workers and skill develop- 
ment and an adaptability for the future. Our Nation's human cap- 
ital has been offered programs compartmentalized and succinct 
without any broad policy to back them up or to integrate them. 

Our current national training policy does not enable iis to re- 
spond to rapid change and does not reach large numbers of people, 
is not comprehensive. Many Americans today face the anguislung 
possibility that their skills will become obsolete. I know many of us 
saw that vividly in the recession of a couple of years ago, that indi- 
viduals faced the problem of obsolescence, prolonged mid-life imem- 
ployment that destroys their accomplishments and destroys their 
hopes for the future. Although a stronger economy is providing 
millions of new jobs, many workers remain displaced from their old 
jobs because they do not possess skills that are relevant to our 
future. 

People, like those that I represent in New Britain, Bristol, and 
Torrington, Connecticut, certainly have lived with this difficulty of 
displacement of the pace of change in our society of the need for 
more flexible and effective and comprehensive training policies. 
And that is really why I am here with my colleagues at the table 
here and with you and your subcommittee today. 

What we need is an ongoing system that will ensure broad in- 
vestment in training, coupled with a savings plan with individual- 
ly-initiated retraining and can be used as a hedge against unem- 
ployment 

In addition, the job training mechanisms we support today and 
in the years ahead must be programs that anticipate change, that 
respond quickly to change, and that afford the most relevant train- 
ing to the broadest possible segment of our population at the least 
possible cost. 

The National Training Incentives Act is designed to achieve 
these objectives and is distinctly different and takes a different ap- 
proach from that proposed by my colleagues. And that is why we 
are here together. 

Our legislation would stimulate job training by providing a 25 
percent tax credit that would be applied to any employer-paid 
training expense above the company's average training expendi- 
tures of the last 5 years. This training tax credit could oe applied 
to any employer-nm, on-the-job, or classroom training program, 
any State or federally registered apprenticeship program, any coop- 
erative education program, or any other program approved by the 
Secrstaiy of Labor. This tax credit is much like the existing R&D 
tax credit which we know through experience has stimulated in- 
vestment in research and development. 

We believe there is every reason to conclude that providing this 
kind of tax credit for investment in human capital would stimulate 
that same expansion of investment into this aspect of competitive- 
ness so important to our future. 
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It is a very efficient mechanism for leveraging job training For 
every dollar in lost Federal revenue, this credit would generate 4 
dollars in private sector training. Further, while our Nation com- 
mits nearly $50 billion each year in tax incentives for plant and 
equipment modernization and research, we commit less than $1 bil- 
lion to the important work of developing the skills of our work- 
force, investing in human capital. 

It is this imbalance between the ?50 billion for investment in 
plant and equipment and the $1 billion for investment in people 
that is part of my concern, a balance tiiat needs to be redressed. 

Second, the tax credit gives us the ability to provide a V3ry 
broad-based stimxilus to training and an ongoing one that doesn t 
need annual appropriations, yearly action by Congress. It is the 
breadth of this stimulus that would enable sniall companies as well 
as large to take advantage of it. It would certainly stimulate train- 
mg m the small towns tnat I represent, many of which are under 
5,000 and in rather isolated areas. So, the breadth of the 25-percent 
tax credit is one of its strengths and one of its uniquenesses as 
well. 

Next, the decision to train workers would be made in response to 
changing economic conditions or market forces so that training is 
proactive, equipplns workers with skills needed for the future. The 
training dollars are placed in the economy precisely where the new 
jobs and the new opportunities are growing and emerging. 

Finally, we believe that these approaches that we are talking 
about here today are consistent with the President's plan for tax 
neutrality. As my colleague, Dick Durbin from Illinois, has en- 
larged on that, I won't go through it again. But certainly a tax code 
that encourages research and development, investment in plant 
and equipment, ought to encourage the investment in human cap- 
ital that IS of equal importance to our competitive position and wul 
mean that the tax code will not favor some companies over others, 
will not favor those who are equipment-dependent or research-de- 
pendent over those who are people- and skill-dependent. 

So, if we are looking for a tax code that is neutral in regard to 
stimulating economic growth in America and supporting develop- 
ment of all sectors of our economy, certainly we want to address 
the issue of human capital development in the tax reform bill 
before the Congress. 

I would briefly remind you that our bill does have in it an IRA 
provision that seeks to serve the same purpose as the individual 
trainmg account does, permitting individuals to have some re- 
sources available to them for their own training. I will leave the 
testimony to speak to you about that in detail. 

Other components would address the problem of unemployed 
people being denied an opportunity to participate in training pro- 
grams. We would prevent that perverse policy that has been so ad- 
hered to in our Nation. Our bill also calls for the Secretary of 
Labor to study the feasibility and cost of a national job bank. 

Administratively, the cost of our bill is extremely low and does 
not require a whole new bureaucracy. Again, I woxild reiterate, as 
did my colleague, that this is not meant to be seen as the national 
trainmg policy. This is meant to be a component in what we need 
to develop as a more comprehensive, effective, broad-based stimu- 
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lus to training, a truly national training policy that will serve us in 
the future. 

[Prepared statement of Hon. Nancy L. Johnson follows:] 
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PRKPAMO) StATOONt OF HON. NaNCY L JOHNSOK, a RSPRISKNTATIVI IN CJOKGMSS 

From thi State or Coknicticut 

HR. CHAIRKAH: 

I AM PLEASED TO BK A PART OF THIS HEARIHO TODAY AND WANT TO 
COMMEHD YOU FOR DIRECTING THE ATTENTION OF THE SUBCOMMITTEE TO THE 
ISSUES OF JOB DISPLACEMENT AND RETRAINING. THESE ISSUES ARE NOT 
JUST MATTERS OF WHETHER OR NOT PEOPLE CAN FIND JOBS OR AVOID BEING 
LAID OFF. IN ADDITKW TO THEIR SOCIAI, IMPORTANCE, THEY ARE MATTERS 
WHICH IMPACT OUR NATION'S ECONOMIC PERFORMANCE AND WORLDWIDE 
COMPETITIVE POSITION. IN FACT, THE DEGREE OF PROSPERITY WE ATTAIN 
IN THE YEARS AHEAD WILL DEPEND IN LARGE PART ON HOW HIGHLY SKILLED 
OUR WORKERS ARE AND HOW QUICKLY THEY CAN ADAPT TO CHANGE. 

I ALSO WANT TO COMMEHD MY COLLEAGUES, DICK DURBIN AND SHERRY 
BOEHLERT, AND THE NORTHEAST-MI CWEST COALITION, FOR THEIR LEADERSHIP 
ON LEGISLATION TO ADDRESS THE CHALLENGE OP OUR RETRAINING NEEDS. 
I AM A COSPWSOR OF THEIR BILL, THE INDIVIDUAL TRAINING ACCOUNT ACT, 
AND WILL ACTIVELY SUPPORT ITS CONSIDERATION IN THE MONTHS AHEAD. 

I AM DELIGHTED TO HAVE APPEARING WITH ME CONGRESSWOMAH MARCY 
KAPTUR AND CONGRESSMAN BILL CLINGBR. BOTH HAVE GRACIOUSLY AGREED AS 
ORIGINAL COSPONSORS OF THE LEGISLATI<»I WE ARE DISCUSSING TO SHARE 
THEIR VIEWS WITH US TODAY. I WOULD ALSO LIKE TO RECOGNIZE THE 
SUPPORT OF CONGRESSMAN HAROLD FORD AS AN ORIGINAL COSPONSOR AND TO 
ASK THAT HIS WRITTEN STATEMENT OF SUPPORT BE INCLUDED IN THE RECORD 
TODAY, 

OUR PANEL COMES TO YOU TO TALK ABOUT HUMAN CAPITAL; ABOUT 
INVESTING IN AMERICAN WORKERS AND CULTIVATING THEIR SKILLS. TODAY 
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ASK YOU TO KEEP IN MINP THE COHCEPT OF HUMAN CAPITAL AS WE PRESENT 
TO YOU A PROPOSAL WE HAVE INTRODUCED AS THE NATIONAL TRAINING 
INCENTIVES ACT. 

OUR NATION'S HUMAN CAPITAL HAS BEEN TINKERED WITH OVER TIME BY n 
AN ARRAY OF GOVERNMENT JOB TRAINING PROGRAMS. BUT WE AI^ STILL 
SEEKING SOLUTIONS TODAY TO THE DISPLACED WORKER PROBLEM BECAUSE TB5 
PROGRAMS WE HAVE ENACTED DO NOT RESPOND TO RAPID CHANGS AND DO NOT * 
REACH LARGE NUMBERS OP PEOPLE. IN ADDITIOil, PROGRAMS SUCH AS THE 
JOB TRAINING PARTNERSHIP ACT, HOWEVER USEFUL, REQUIRE AHHUAL 
AUTHORIZATIONS AND APPROPRIATIONS BY OWGRESS. AMERICAN WORKERS 
CERTAINLY DESERVE MORE THAN THIS APPROACH THE FUNDING FOR WHICH IS 

HORE THE PRODUCT OF OTHER CONSIDERATIONS THAN OF THE TRAINING NEEDS , 
OF OUR NATION. 

MANY AMERICANS TODAY FACE THE ANGUISHING POSSIBILITY THAT THEIR 
SKILLS WILL BECOME OBSOLETE AND THAT PROLONGED MID-LIFE UNEMPLOYMENT 
WILL DESTROY THEIR ACCOMPLISHMENTS AND HOPES FOR THE FUTURE. 
ALTHOUGH A STRONGER EO^OMY IS PROVIDING MILLIONS OF NSW JOBS, MANY 
WORKERS REMAIN DISPLACED FROM THEIR OLD JOBS BECAUSE THEY POSSESS 
SKILLS NO LONGER IN DEMAND. 

MANY PEOPLE IN TOWNS LIKE NEW BRITAIN, BRISTOL, AND TORRINOTOli, 
CONNECTICUT— TOWNS THAT I REPRESENT— DISCOVERED DURING THE LAST 
RECESSION THAT SHIFTS IN THE ECONOMY CAN MEAN MAJOR SUFFERING AND IN 
SOME CASES A SIGNIFICANT REDIRECTION OF LIFESTYLES AND OCCUPATION. 
I AM SURE THAT MEMBERS OF THE SUBCOMMITTEE HAVE WITNESSED THESE 
CONDITIONS IN THE TOWNS THEY REPRESENT AS WELL. 

WHAT IS NEEDED FOR TODAY'S WORKERS IS NOT THE PATCHWO'Ts, 
ON-AND-OFF PROGRAMS OF THE PAST, BUT A SIMPLE, ON-OOING SYSTQ! ^T 
WILL ASSURE BROAD INVESTMENT IN TRAINING, COUPLED WITH A SAVINGS ^ 
PLAN THAT CAN BE USED FOR INDIVIDUALLY- INITIATED RETRAINING AS A 
HEDGE AGAINST 
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yUBMPLOVMEKT. IN ADDITION, THE JOB TRAINING KECHANISKS WE SUPPORT 
TODAY AND IN THE YEARS AHEAD MUST BE PROGRAMS THAT ANTICIPATE 
CHANGES, RBSPWD QUICKLY TO THEM, AFFORD THE HOST RBLBVAOT TRAINING 
TO THE BROADEST POSSIBLE SEGMENT OP OUR POPULATION AT LEAST POSSIBLE 
COST. 

THE NATIONAL TRAINING INCENTIVES ACT IS D2SI0NBD TO ACHIEVE 



THESE OBJECnVES. 

THIS LEGISLATION WOULD STIMULATE NEW IHCiJNTIVES FOR PRIVATE 
SSBCTOR SKILLS TRAINING THROUGH A 25% TAX CREDIT THAT WOULD BE 
APPLIED TO ANY EMPLOYER-PAID TRAINING EXPENSES ABOVE THE COMPANY'S 
AVERAGE TRAINING EXPENDITURES OF THE LAST FIVE YEARS, THIS TRAINING 
TAX CREDIT COULD BE APPLIED TO ANY EMPLOYER-RUN, ON-THI-JOB OR 
CLASSROOM TRAINING PROGRAM, ANY STATE OR FEDERALLY REGISTERED 
APPRENTXCESHIP PROGRAM, ANY COOPERATIVE EDUCATION, OR ANY OTHER 
PROGRAM APPROVED BY THE SECRETARY OF LABOR. THIS TAX CREDIT IS MUCH 
LIKE THE EXISTING 25% CREDIT FOR RESEARCH AND DEVELOPMENT 
EXPENDITURES, AND, LIKE THE R6D CREDIT, INCLUDES APPROPRIATE 
CARYYBACX AND CARRYFORWARD PROVISIONS FOR THE BENEFIT OP 
UNPROFITABLE FIRMS AND NEW COMPANIES. 

THE POTENTIAL BENEFITS OF THIS TAX CREDIT CANNOT BE IGNORED. 
FIRST, WHILE THIS TAX CREDIT WOULD RESULT IN SOME LOST REVENUE, IT 
IS THE HOST EFFiaENT MECHANISM FOR LEVERAGING JOB TRAINING 
OPPORTUNITIES. FOR EVERY DOLLAR IN LOST FEDERAL REVENUE, THIS 
CREDIT WOULD GENERATE FOUR DOLLARS IN PRIVATE SECTOR TRAINING. 
FURTHER, WHILE OUR NATION COMMITS NEARLY $50 BILLION EACH VEAR IN 
TAX INCENTIVES FOR PLANT AND EQUIPMENT MODERNIZATION AND RESEARCH, 
LESS THAN $1 BILLION IS AVAILABLE IN INCENTIVES FOR WORKER TRAINING- 
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THE HUMAN CAPITAL IHVBSTMEHT THAT IS OFTEN OVERLOOKED. 

SECOND, THIS TRAINING WOULD BE BROAD-BASED AND ON-GOINQ, 
OCCURRING WITHOUT SPECIFIC YEARLY AUTHORIZATIONS OR APPROPRIATIONS • 
THIRD, THIS TYPE OF TRAINING WOULD BE FOR THE MOST PART ON-THE-JOB 
TRAINING PERFORMED BY OR PAID FOR BY PRIVATE INDUSTRY, ENSURING THAT 
THE TRAINING IS CONDUCTED BY THOSE BEST EQUIPPED TO DO SO AND FUNDED 
IN PART BY THOSE WHO STAND TO BENEFIT. 

FOURTH, DECISIONS TO TRAIN WORKERS WOULD BE MADE IN RESPONSE TO 
CHANOIMO ECONCmC CONDITIONS OR MARKET FORCES, SO THAT TRAINING IS 
PROACTIVE, EQUIPPING WORKERS WITH SKILLS NEEDED FOR THE FUTURE. 
FINALLY, AS WORKERS ARE TRAINED BY THEIR EMPLOYERS THEY WILL ACQUIRE 
ADVANCED SKILLS, CARRYING THESE SKILLS FROM ONE JOB TO THE NEXT AND 
THEREBY BECOeCNG LESS LIKELY TO EXPERIENCE UNEMPLOYMENT, 

IT WOULD SBEM APPROPRIATE AT THIS POINT TO MENTION THAT THB 
NATI<»«AL TRAINING INCENTIVES ACT IS C<»ISISTENT WITH THE PRESIDENT'S 
PLAN FOR TAX NEUTRALITY. THE PRESIDENT'S PLAN CONTINUES INVESTMENT 
INCENTIVES FOR RESEARCH AND DEVELOPMENT, AND FOR PLANT AND 
EQUIPMENT, BUT PAILS TO ACKNOWLEDGE THE HUMAN SKILL ELEMENT OF 
COMPETITIVENESS. BY ADDRESSING THE HUMAN COMPC^TENT SO ESSENTIAL TO 
COMPETITIVENESS, OUR PROPOSAL REMOVES THE BIAS THAT OTHERWISE EXISTS 
IN THE PRESIDENT'S PLAN. 

WOULD A TAX CREDIT YIELD MORE TRAINING? ACCORDING TO A 1983 
NATKWAL SCIENCE FOUNDATION REPORT ON THE R|D CREDIT, "THE TAX 
CREDIT HAS ENCOURAGED FIRMS TO MAINTAIN GROWTH IN R|D SPENDING 
DESPITE THE RECESSION.** 

TO ENHANCE TRAINING OPPORTUNITIES FOR THE UNEMPLOYED, THE 
NATIONAL TRAINING INCENTIVES ACT WOULD PERMIT UNEMPLOYED INDIVIDUALS 
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OR THOSE FACIHG LAYOFF TO WITHDRAW FROM IRA*Sr WITHOUT PENALTY OR 
TAXA7I0H, UP TO $4,000 TO PAY FOR RETRAINING* THIS PROVISION IS 
DESIGNED TO ASSIST DISPLACED VORKERS AND THOSE INDIVIDUALS WHO 
BELIEVE THEY V;iLL NEED NEW SKILLS TO SECURE EMPLOYMENT • 

THE FIRST REACTION OF MANY Tp THIS PARTICULAR PROVISION IS THAT 
ONLY THE RICH HAVE IRA*S AND THEREFORE ONLY THE RICH WILL BE 
AFFECTED BY THIS CHANGE, WHO WOULD NOT HEED TO TAKE ADVANTAGE OF IT 
ANYWAY. BUT IRS DATA SHOW THAT, OF THE 12 MILLION HOUSEHOLDS WHO 
CURRENTLY HOLD IRA*S, OVER 5 MILLIC»I EARN ANNUAL HOUSEHOLD INCOMES 
UNDER $30,000, AND OVER 8 KILLIOM BARN ANNUAL HOUSEHOLD INCOMES 
BETWEEN $15,000 AND $50,000. THIS RANGE OF INCOME IS CLEARLY WITHIN 
THE EARNINGS OF AN AVERAGE AMERICAN FAMILY, AND COULD EASILY 
REPRESENT VIRTUALLY ANY OCCUPATIC»l, INCLUDING ASSEMBLY WORKERS r 
STESLWORKERS, AND OTHER INDIVIDUALS EMPLOYED IN MANUFACTURING AND 
SERVICES. 

OTHERS MAINTAIN THAT THIS PROVISI<»« WOULD VIOLATE THE INTENT OF 
CONGRESS IN ESTABLISHING IRA*S FOR RETIREMENT ONLY; THAT PERMITTING 
WITHDRAWALS FROM IRA*S FOR RETRAINING WOULD OPEN THEM UP FOR OTHER 
PURPOSES. BUT THIS VIEW IGNORES THE FACT THAT IN MANY CASES A 
SECURE RETIRBMSNT WILL DEPEND NOT SO MUCH ON AN IRA BUT ON AN 
UNINTERRUPTED AND LENGTHY VUXIGD OF GAINFUL EMPLOYMENT. RETRAINING 
IS TODAY AND WILL LIKELY BE IN THE FUTURE CRUCIAL TO SUSTAINING 
EMPLOYMENT AND REALIZING THE TYPE OF Rl^'.^IRSMENT THAT MANY AMERICANS 
DESIRE. 

THE SIGNIFICANCE OF m*S FOR THE NEXT DECADE LIBS IN Tlt^ 
ABILITY TO STIMULATB GREATER INDIVIDUAL INITIATIVB IN PROVIDING FOR 
ONB*S OWN riNAHCIAL SECURITY. 
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OTHER COMP<»?ENTS OF THE NATIONAL TRAIMINO INCENTIVES ACT I 
WOULD LIKE TO EHPiy^IZE ARE THE PROVISION TO REMOVE THE DISINCENTIVE 
AGAINST RETRAINING BY PROVIDING THAT ANY DISPLACED WORKER OTHERWISE 
ELIGIBLE FOR UNEMPLOYMENT WILL NOT BE DENIED SUCH PAYMENT DUB TO 
PARTICIPATION IN A TRAINING PROGRAM. aLSO, THE BILL CALLS FOR THE 
SECRETARY OF LABOR TO STUDY THE FEASIBILITY AND COST OF A NATIONAL 
JOB BANK. 

THE NATIONAL TRAINING INCENTIVES ACT NEITHER PROPOSES NOR 
REQUIRES ANY NEW COMPLEX DELIVERY MECHANISM, NOR DOES IT CONTEMPLATE 
ANY ADMINISTRATIVE EXPENSES OR COORDINATION AMONG FEDERAL, STATE, 
AND LOCAL GOVERNMENT. INSTEAD, IT PUTS IN PLACE BOTH INDIVIDUAL AND 
EMPLOYER INCENTIVES THAT ARE USED ONLY WHEN IT IS IN THE INTEREST OF 
WORKERS AND EMPLOYERS TO SEEK RETRAINING. 

SUPPORTERS OF THIS BILL REALIZE IT WILL NOT HELP EVERYONE. IN 
FACT, TKIS LEGISLATION IS LIKELY TO BE JUST ONE OF THE SEVERAL 
COPMPONENTS OF OUR NATI<»IAL TRAINING SYSTEM THAT WILL BE NEEDED TO 
MEET THE JOB TRAINING CHALLENGE OF THE NEXT DECADE. PROGRAMS SUCH 
AS THE JOB TRAINING PARTNERSHIP ACT MUST BE SUSTAINED AND 
STRENGTHENED, AND WE MUST CONSTANTLY BE SEARCHING FOR NEW WAYS TO 
ENHANCE TRAINING AND EMPLOYMENT OPPORTUNITIES IN THE DECADE OF 
CHANGE THAT LIES AHEAD. 

I WOULD LIKE TO END MY STATEMENT BY SALUTING THE CHAIR AND THE 
MEMBERS OF THE SUBCOMMITTEE FOR BRINGING THESE ISSUES TO PUBLIC 
ATTENTION TODAY* REPRESENTATIVES KAPTUR, CLINGER, AND I LOOK 
FORWARD TO ANSWERING YOUR QUESTIONS AND TO WORKING WITH YOU ON ANY 
FUTURE CONSIDERATION OF THIS BILL. 

^- 
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Thank you very much for having this hearing, for allowing us to 
be a part of it. I would like to yield to my colleague, Marcy I&iptur, 
from Ohio. 

Mr. Martinez. Con^resswoman Marcy Kaptur. 

Ms. KAPTU3. Thani you. Chairman Martinez and members of 
the subcommittee, Mr. Gucderson and Mr. Hayes. I would like to 
thank you for allowing me to testify along with our colleagues here 
this morning, Nancy Johnson, Dirk Durbin, and ShenyBoehlert, 
on the importance of new ideas at the national level for effective 
job retraining. 

As a co^ponsor of both H.R. 26 and H.R. 1219, I wish to share 
v^th you my belief that a series of actions must be taken to address 
the growing need for retraining in our coxmtry at the same time as 
we take constructive action on the economic front to ensure a 
healthy climate for further job creation in America. This conmiit- 
tee is very aware, I know, of the growing problem is dislocated 
workers, a crisis that has caOs^d tragic hardship for millions of 
American workers and their families and has resulted in a need- 
less waste of productive lives. 

As our economy goes through inevitable structural change, a 
large group of our workers wiP. suffer consequences of enormous 
proportion. Recession, increased penetration from imports, the shift 
away from cur heavy industries toward high technology and other 
new sunrise industries, and the shift to a service-oriented economy 
have meant lost opiportunities and lost jobs, millions of lost jobs. 

The most extensive study done by our Government to date on 
econonuc dislocation shows that over five million experienced 
workers permanently lost then: jobs in the last 5 years, of that 
number, over 265,000 m my home State of Ohio. Forty percent, 
nearly half, of these dislocated workers were still jobless when 
mtennewed in 1984, even though the remaining 60 percent had 
managed to find some kind of new job, many suffered a substantial 
decline m wages and, of course, in living standards. The hai^jh re- 
ality for many of the dislocated workers in Ohio and throughout 
the country is that, if they lose their job in an automobile plant or 
a manufacturing facility, they are much more likely to find their 
next lob at a McDonald's or a K-Mart at lower wage rather than in 
a hiWi-tech industiy. 

Viflmt are we going to do and what are we domg to address the 
needs of this large share of our population? In my opinion, not 
nearly enotigh. 

Our existing emplovment and training programs, which you have 
been so instrumental in developing in this conmiittee, primarily 
focus on the economically and culturally disadvantaged, approxi- 
mately 11 percent of our worlrfbrce. And we ignore the vast 
number of other workers who require retraining and reeducation 
to keep pace with the demands of their jobs. The pace of economic 
and technological change is quickening. If our Nation is to be pre- 
pared for the economic challeMjea of the next decade and beyond, 
we must take action now to build a workforce that can adapt quick- 
ly and efficiently to change and therefore can compete and prosper. 

As we direct our economic planning to the year 2000, we must 
bear in mind that today's workers wiU still constitute over 90 per- 
cent of the workforce in 1990 and over 75 percent of our workforce 
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in the year 2000. It should be clear. America is going to make it or 
break it in the next 15 years with the labor force it has right now. 

If we can't find a way to make full use of the human potential 
that exists in our manufacturing industries today, our country is 
going to be in trouble. Fortunately, the Congress has focused on 
this critical need and is currently examining a. number of new 
ideas including individual training accounts and modified individ- 
ual retirement accounts as a means of retraining our workforce. 
There is no single one answer to this complicated challenge. 

I applaud these efforts of my colleagues, Dick Durbm, Sherry 
Bcchlcrt, and Nancy Joluison, who have sponsored H.R. 26 and 
H.R. 1219. What they have done is realized that investment in our 
people is vital to our long-term economic growth, as is investment 
in capital and technology. 

At the present time, our reinvestment in our human capital is 
woefully inadequate. In fiscal year 1982 the value of Government 
tax incentives for business investment was $45 billion. This figure 
is more than 70 times ^eater than the value of tax incentives for 
worker retraining, which was a meager $620 million, 70 times 
greater in capital and equipment than in people. 

In 1981, firms invested an average of only $300 per worker for 
retraining, compared to over $3,600 per worker for new plant and 
equipment, I want to repeat that- $300 was invested per worker at 
the same time as industry in our country invested $3,600 for cap- 
ital. 

Both H.R. 26 and H,R. 1219 set mechanisms in place which allow 
for the gradual and orderly transition from one phase of our eco- 
nomic development to anotiier, with minimal social costs of indus- 
trial dislocation and transformation. H.R. 26, which I will not 
detail because Dick Durbin and Sherry Boehlert did it so well, the 
national Individual Training Accovmt would address the American 
worker's need for adeauate retraining. I think for many people in 
the workplace, especially younger workers now, it provides a real 
option to a fifty-fifty matching contribution made by all non-self- 
emplqyed workers £md their employers up to $4,000. 

If the worker is displaced, the entire $4,000 ITA plus accumulat- 
ed interest would be available tax-free in the form of vouchers that 
could be used for retraining and defraying relocation expenses. The 
choice in location would be left to the worker, as was the principle 
of the very successful G.I. bill. The TTA offers a flexible approach 
to the retraining of displaced workers. 

H.R. 1219, which I am pleased to co-sponsor with Nancy Johnson, 
modifies the very successful IRA system. At the end of 1983 over 13 
million individuals in our country held IRA accounts, with over 5 
million of these held by persons who earned under $30,000 a year. 
H.R. 1219 would assist structurally unemployed workers by allow- 
ing them to use their individual retirement accovmt or annuities 
for retraining. The bill would permit an unemployed individual or 
one who has received advanced notice of layoff to withdraw up to 
$4,000 without the existing 10-percent penalty for the purpose of fi- 
nancing occupational training. 

It is important to note that this bill would provide that the par- 
ticipation of displaced workers in an eligible training program 
would not disquality those workers from unemployment compensa- 
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tion to which they are otherwise entitled. A program which pro- 
vides incentive for workers to seek retraining at the earliest possi- 
ble time is needed, thereby allowing them to acquire new skills and 
to regain hope for a future of renewed opportunity rather than sit- 
ting at home and worrying about that future. 

Further, H.R. 1219 would permit employers to deduct 25 percent 
of any retraining expense in excess of the average skills training 
expense incurred by the employer over the preceding 5-year period. 
TWs provision is designed to pro^/ide a tax incentive for new pro- 
grams sponsored, paid for, or conducted by employers. 

As I conclude, I would like to stress something I believe to be im- 
portant. When we read the Bureau of Labor Statistics report that 
says that anywhere from 5 to 11.5 million working men and women 
have been displaced in the last 5 years, I say we cannot allow these 
workers to lose hope. 

Mr. Chairman and members of the conunittee, I want to thank 
my colleagues this morning for their real leadership on this impor- 
tant national issue. I urge you to take favorable action in the area 
of job retraining. 

I strongly recommend that H.R. 26 *md 1219 be a part of your 
recommended response to this national need for new ideas on the 
front of job training. 

Thank you very much. 

[Prepared statement of Hon. Marcy Kaptur follows:] 
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Prepared Statement or Hon. Marcy Kaptub, a Representativb ik Congress From 

THE State of Ohio 

HR. CHAIRMAN. MEMBERS OF THE COMMITTEE, I VWULD LIKC TO TIIANK YOU 
FOR ALLOWING MB TO TESTIFY BEFORE YOU THIS MORNING ON THE IMPORTANCE OF A 
NATIONAL RESPONSE TO THE NEED FOR EFFECTIVE JOB RETRAINING PROGRAMS. I ALSO 
mCOMB THIS OPPORTUNITY TO COMMENT ON H.R. 26 AND H.R. 1219. AS A COSPONSOR 
OF BOTH OF THESE PIECES OF COMPLEMENTARY LEGISUTION I WISH TO SHARE WITH YOU 
MY BELIEF THAT ACTION MUST BE TAKEN TO ADDRESS THE GROWING NEED FOR RETRAINING. 

I AM SURE THAT THIS COMMITTEE IS VERY AWARE OF THE CROWING PROBLEM OF 

mSLOCATbO WORKERS. A CRISIS THAT IIAS CAUSED TKAMC HARDSHIP FOK MILLIONS OF 

AMERICAN WORKERS AND THEIR FAMILIES. AND HAS RESULTED Iti A NEEDLESS WASTE OF 

PRODUCTIVE LIVES. AS OUR ECONOMY GOES THROUGH STRUCTURAL CHANGE, A LARGE 

GROUP OF OUR WORKERS WILL SUFFER CONSEQUENCES OF ENORMOUS PROPORTIONS. 

RECESSIONS. INCREASED PENETRATION OF IMPORTS, THE SHIFT AWAY FROM OUR HEAVY 

INDUSTRIES TOWARDS HIGH-TECHNOLOCY AND OTHER NEW "SUNRISE" INDUSTRIES, AND THE 

SHIFT TO A SERVICE-ORIENTED ECONOMY HAVE MEANT LOST OPPORTUNITIES AND LOST JOBS. 

MILLIONS OF LOST JOBS . THE MOST EXTENSIVE STUDY DONE BY THE GOVERNMENT TO DATE 

ON ECONOMIC DISLOCATION SHOWS THAT 0/ER 5 MILLION EXPERIENCED WORKERS PERMANENTLY 

LOST THEIR JOBS IN THE LAST FIVE YEARS, OVER 265,000 IN MY HOME STATE OF OHIO. 

TWO-FIFniS OF THESE DISLOCATED WORKERS WERE STIlL JOBLESS WHEN INTERVIEWED IN 

1984, AND EVEN THOUGH THE REMAINING 60Z HAD MANAGED TO FIND SOME KIND OF NEW JOB, 

MANY SUFFERED A SUBSTANTUL DECLINE IN LIVING STANDARDS. THE HARSH REALITY FOR 

MANY OF THE DISLOCATED WORKERS IN OHIO AND THROUGHOUT TliE COUNTRY IS THAT IF 

THEY LOSE THEIR JOB IN AN AUTOMOBILE PLANT OR A MANUFACTURING FACILITY THEY AKh 

MUCH MOKE LIKELY It) FIND THEIR NEXT JOB AT MCDONALDS UR K-HART RATHER THAN IN 

A HIGH-TEQ! INDUSTRY. WHAT ARE WE DOING TO ADDRESS THE NEEDS OF THESE PEOPLE? 

NOT ENOUGH. 

t 

OUR EXISTING EMPLOYMENT AND TRAINING PROGRAMS FOCUS PRIMARILY ON THE ECUHOHlLALLY 
AND CLXTURALLY DISAOVANTAGF « - APPROXIMATELY 11 PERCENT OF THE WOkK FORCE - 
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AND WHORE THE VAST NUMBER OP OTHER WORKERS WlIO REQUIKK REIRAINIHG AND RE- EDUCATION 
to KEEP PACE WITH THE DEMANDS OP THEIR JOBS. TtlE PACE OF ECONOHIC AND TECIIKOLOCICAL 
CHANGE IS QUICKENING. IF OUR NATION IS TO BE PREPARED FOR THE ECONOMIC CHALLENGES 
OP THE NEXT TEN AND TWENTY YEARS, VE MUST TAKE ACTIOH NOW TO BUILD A WORK FORCE 
THAT CAN ADAPT QUICKLY AND EFFICIENTLY TO CHA>IGR, AND THEREFORE CAN COMPETE AND 
PROSPER. OUR GREATEST RESOURCE IS , AND ALWAYS MAS BEEN , THE TALENTS OF OUR PEOPLE. 
AS WE DIRECT OUR ECONOMIC PLANNING TO YF^R 2000, WE MUST BEAR IN MIND THAT TODAY'S 
WORKERS WILL STILL CONSTITUTE OVER 901 OF THE WORK FORCE IN 1990 AND OVER 7SX OF 
THE WORK FORCE IN THE YEAR 2000. IT SHOULD BE CLEAR: AMERICA IS GOING TO HAKE 
IT OR BREAK IT IN THE NEXT FIFTEEN YEARS WITH THE LABOR FORCE IT HAS RIGHT NOW. 
IF WE CAN* T FIND A WAY TO ^tAKE FULL USE OF THE HUMAN POTENTIAL THAT EXISTS IN OUR 
MANUFACTURING INDUSTRIES TODAY, WE ARE GOING TO BE IN TROUBLE. 

FORTUNATELY, THE CONGRESS HAS FOCUSED ON THIS CRITICAL NEED AND IS CURRENTLY 
EXAMINING A NUMBER OF NEW IDEAS INCLUDING INDIVIDUAL TRAINING ACCOUNTS AND MODIFIED 
INDIVIDUAL RETIREMENT ACCOUNTS AS A MEANS OF RETRAINING OUR WORKFORCE. I APPLAUD 
THIS EFFORT AMD COMMEND THE EFFORTS OP MY COLLEAGUES WHO HAVE SPONSORED H.R. 26 
AND H.R. 1219. WHAT THEY HAVE DONE IS REALIZE THAT INVESTHENT IN OUR PEOPLE IS 
AS VITAL TO OUR LONG-TERM ECONOMIC GROWTH AS IS INVESTMENT IN CAPITAL AND TEQI- 
NOLOGY. AT THE PRESENT TIME, OUR LEVEL OF REINVESTMENT IN OUR "HUMAN CAPITAL" IS 
WOEFULLY INADEQUATE. IN FISCAL YEAR 1982 THE VALUE OF GOVERNMENT TAX INCENTIVES 
FOR BUSINESS INVESTHENT WAS $4S BItXXON; THIS FIGURE IS HORE THAN 70 TIMES 
GREATER THAN THE VALUE OF TAX INCENTIVES FOR WORKER TRAINING, WHICH WAS A MEAGER 
$620 MILLION. IN 1981, FIKMS INVESTED AN AVERAGE OF ONLY $300 PER WORKER FOR 
RETRAINING COMPARED TO OVbR $3600 PER WORKER FOR NEW PLANT AND EQUIPMENT. BOTH 
H.R. 26 AND H.R. 1219 SET MECHANISMS IN PLACE WHICH ALLOW FOR THE GRADUAL AND 
ORDERLY TRANSITION FROM ONE PHASE OF OUR ECONOMIC DEVELOPMENT TO ANOTHER WITH 
MINIMAL SOCIAL COSTS OF INDUSTRIAL DISLOCATION AND TRANSFORMATION. 
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H.R. 26, THE NATIOHAL INDIVIDUAL TRAINING ACCOUNT ACT, UOULO ADDRESS THE 
AMERICAN WORKER'S NEED FOR ADEQUATE RETRAINING. XTA'S WOULD FUNCTION ACCOROINC 
TO THE SArtC PRINCIPLES THAT HAVE GUIDED TWO OTHER SUCCESSFUL GOVERNMENT 
INITIATIVES • THE GI BILL AND THE INDIVIDUAL RETIREMENT ACCOUNT. GENERALLY, 
ITA WOLD BE FINANCED THROUGH A 50-SO HATCH INC C(»rrRIBUTION MADE BY ALL NON>SELF- 
EMPLOYED WORKERS AND THEIR EMPLOYERS THE TOTAL COLLECTED FROM EACH WORKER AND 
EACH EMPLOYER FOR AN EMPLOYEES* ITA WOULD BE LIMITED TO $2000, PRODUCING A 
$4000 INDIVIDUAL FUND. ONCE THE $4000 WAS COLLECTED, WORKER AND EMPLOYER CON- 
TRIBUTIONS WOULD CEASE. AT RETIREMENT. TliE WORKER WOULD BE ENTITLED TO WITHDRAW 
THE FUNDS THAT HE OR SHE HAD CONTRIBUTED, PLUS ACCUMULATED INTEREST. IF THE 
WORKER IS DISPUCED. THE ENTIRE $4000 ITA, PLUS ACCUMULATED INTEREST, WOULD BE 
AVAILABU, TAX FREE. IN THE FORM OP VOUCHERS THAT COULD BE USED FOR RETRAINING 
AND DEFRAYING RELOCATION EXPENSES. THE CHOICE AND LOCATION WOULD BE LEFT TO THE 
WORKER, AS WAS THE PRINCIPLE OF THE VERY SUCCESSFUL GI BILL. THE ITA OFFERS A 
FLEXIBLE APPROAQi TO THE RETRAINING OF DISPUCED WORKERS. ITS GREATEST STRENGTH 
IS THAT IS IS BASED ON A COMBINATION OF PERSONAL INITIATIVE, LIMITED COVERKHENT 
INVOLVEMENT AND THE SAME TYPE OF INDIVIDUAL CllOICE THAT HAS BEEN SUCCESSFUL IN 
THE GI BILL. 

H.R. 1219 MODIFIES THE VERY SUCCESFUL IRA SYSTEM. AT THE END OF 1983, OVER 
13 HILLIOM INDIVIDUALS HELD IRA ACCOUNTS WITH OVER 5 MILLION OF THESE HELD BY 
INDIVIDUALS WITH ANNUAL NOUSUiOLO INCOMES BELOW $30,000. H.R. 1219 WOULD ASSIST 
STRUCTURALLY UNEMPLOYED WORKERS BY ALLOWING THEM TO USE INDIVIDUAL RITIRmENT 
ACCOUNT OR ANNUITIES FOR RSI^INING. THE BILL WOULD PERMIT AN UNEMPLOYED INDIVIDUAL, 
OR ONE WHO HAS RECEIVED AD» ^XED NOTICE OF UYOFJ^ TO WITHDRAW UP TO $4000^ WITHOUT 
THE EXISTING lOZ PENALTY, FOR THE PURPOSE OF FINANGING OCCUPATIONAL TRAINING. IT IS 
IMPORTANT TO NOTE THAT THIS BILL WOULD PROVIDE THAT THE PARTICIPATION Ot DISPI-ACED 
WORXERS IN AN ELIGIBLE TRAINING PROGRAM WQUtD NOT DISQUALIFY THOSE WORKERS FROM 
UNEMPLOYMENT COMPENSATION TO WHIQi THEY ARE OTHEKWiSb ENTITLED. A PROGRAM WlilCN 
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t'KUVIbES INCENTIVB l-'OK WOKK£KS TO SbEK KKTKAININL At HIE EAkLUST POSSIBLE TIME 
IS NEEDED. TliEREBY ALLOWING TliEH TO ACQUIKE NEW SKILLS AND TO RECAIH HOPE FOR A 
FUTURE OF RENEWED OPPORTUNITY. H.R. 12 1 9 HuULD DO A GREAT DEAL TO ACCOMPLISH THIS 
COAL. FURTHER, H.R. 121 9 WOULD PERMIT EMPLOYERS TO DEDUCT 25% OF ANY RETRAINING 
EXPENSE IN EXCESS OF THE AVERAGE SKILLS TRAINING EXPENSE INCURRED BY THE EMPLOYER 
OVER THE PRECEDING FIVE YEAR PERIOD. THIS PROVISION IS DESIGNED TO PROVIDE A TAX 
INCENTIVE FOR NEW PROCrAHS SPONSORED, PAlO FOR, OR CONDUCTED BY EMPLOYERS. 

BEFORE I CONCLUDE, I WOULD LIKE TO S TKCSS SOHETIilNC THAT I BELIEVE TO BE 
IMPORTANT. WHEN WE READ T11E BUREAU OF LAJSOR STATISTICS REPORT THAT SAYS THAT 
ANYWHERE FROM 5^1lLLI0N TO 11.5 MILLION WOKKiNG MEN AND WOMEN HAVE BEEN DISPLACED 
IN TMh LAST KIVE YbARb, WE MU^T NOT ^X)KG^r^ niAl" IHLSh AKt WORKING I'EOl'LE WITH 
FAHILlEi> THAT AKb LOSING uKUUND IN AN LKA WlibN LUE tUK MANY AHEKICA!:S IS IMPROVING. 
tVR THESE PEOPLE, TliE LOSS OF A JOB MEANS NOT ONLY THE LOSS OF A PAYCHECK. BUT THE 
LOSS OF A WAY OF LIFE. WE CANNOT ALLOW THESE V.'OKKERS TO LOSE HOPE. H.R. 26 AND 
H.F.. 1219 ARE MECHANISMS TO INSURE THAI THESE DISPUCED WORKERS HAVE THE MEANS TO 
ADJUST TO OUR CHANi-ING ECONOMY, AND THEREFORE HtE HOPE NiiEDED 10 FACE THE ^tiTURE. 
OUR WORKERS AND OUR NATION WILL BENEFIT FROM THE TYPE OF RETRAINING MECHANISM 
THAT THESE BILLS WOULD BUILD INTO OUR ECONaMY. THE RESULT WOULD BE A NATIONAL 
ECONOMY THAT Ii> STRONG AKD FLEXIBLE ENOUGH TU GRi)U AND EXPAND THROUGH THE FULL 
UTILIZATION OF ITS GREATEST ASSET - ITS "HUMAN CAPITAL". 

AGAIN, MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE, 1 TIIANK YOU FOR THIS 
OPPOKTUNirf TO TESiIFY BEFORE YOU THB MORNING. I URGE YOU TO TAKE FAVORABLE 
ACTION IN THE AREA DF JOB RETRAINING AND I KKCOMHhiJI) STRONGLY THAT H.R. 26 AND 
H.R. 1219 BE A PAFT OK YOUR RECOMMENDED RESPONfK TO 11{IS NATIONAL NEED. 
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Mr. Martinez. Thank you, Congresswoman Kaptur. I am going 
to start my first question with you. 

At the end of your statement, you were talking about the em- 
ployers being able to get a tax deduction for the cost of training. Is 
this in order to retrain their employees into other kinds of employ- 
ment within the company? 

Ms. Kaptur. I think, first of all, you have to take a look at what 
their rolling average was for the last 5 years. We want to reward 
behavior beyond the normal. And I think that our primary focus 
would be on those people who are outside the workforce, but I 
would be very pleased, and I am sure my colleague Nancy Johnson 
would be, to not force people to continue to work with skills that 
are not up to par for what is needed. It would permit them to rein- 
vest in those workers and those workers to reinvest in themselves. 
So, it could do both. 

Mr. Martinez. Congresswoman Johnson. 

Mrs. Johnson. I would just like to comment. The development 
tax credit has been a rolling average of 3 years. We chose a rolling 
average of 5 years because comp-anies don't make the dimensions of 
investment in training as frequently in the training area as they 
do in the research area- But we are trying to stimulate reward for 
expansion of investment rather than to reward current investment. 

I feel very strongly that we need to stimulate upgrading of train- 
ing. That is part of responding to change. That is part of creating 
the dynamic and the flexibility that we need. 

I have a welfare reform bill that is basically education and train- 
ing to meet the kinds of problems that Representative Hayes has 
so clearly in his district and that each of us face. This would build 
on that. You get somebody into the workforce in an entry-level job 
from the welfare rolls, and then the employer really needs a year 
later to also have som^ support in providing the kinds of job expan- 
sion training that is so important to advancement. 

Ms. Kaptur. Will the gentlelady yield? 

I waPUKi to say, Mr. Chairman, yesterday I was iit z h<*«rinjp; in 
Lorraine, Ohio. One of the purposes of tms hearing was to talk 
about the Trade Adjustment Assistance Act and what its future 
would be as we look toward reauthorization later this year. We had 
witnesses who directed the employment programs of Ohio, Michi- 
gan, and Minnesota. One of the points they made, we said, if you 
could dream about the future and you could tell the Congress of 
the United States any one thing, what would it be? And they said, 
please don't wait for the workers to become totally useless in the 
marketplace, get thrown on the unemployment lines. Let's get 
them while they are in the workplace and upgrade the skills wlule 
we have that opportunity. Don*t put us, who work in these employ- 
ment agencies at the State and local levels in the position of 
having people whose skills ar^^ so badly outdated that it takes 
much more money and more effort on the part of the Government 
and private companies to keep them current. So, tliey said, you 
must find a better way to intervene more quickly. And I think this 
bill does that very well. 

Mr. Martinez. Thank you. The thing is then that your bill 
doesn't really just focus on retraining, but it also focuses on giving 



ERIC 




131 

employers incentive to upgrade people from one job status to an- 
other. 

Mrs. Johnson. And I think it is important to realize that our tax 
credit for machinery and equipment doesn't give companies tax 
credits only for buying new macninery where they had not but also 
for rralacing outmoded machinery with more productive machin- 
ery. Tliat is really what we are trying to do in terms of investment 
in human capital. 

Mr. Mahtinez. I like it. 

Congresswoman Johnson, let me ask you this. Most blue collar 
workers reaUy— and maybe that's not a true statement, do not 
have IRAs. That's why I feel that Durbm's bill is so ironortant. 
These particular people who invest in IRAs are people w&o have 
money in their budget. So, you really are only going to cover a cer- 
tain segment, isn't that true? 

Mrs. Johnson. Weil, it certainly is true that the tax credit and 
the IRA or the ITA have different purposes and are different com- 
ponents of a whole national training policy. 

Mr. Martinkz. But it would make it complete. 

Mrs. Johnson. Yes, absolutely. Well, I think you need those, too. 
I think you need the Job Training Partnership Act, and I think you 
need thmgs like my welfare reform bill that will bring more of the 
really unemployed and hard-to^mploy people into the system. 

But in terins of the IRA, the 1983 statistics show that, of the 13 
million with IRAs, over 5 million are people below the $25,000 
income. About 6.5 million are between $25,000 and $50,000 income, 
below 25,000 or up to 50,000. 1 think the current statistics will show 
enormous growth among those income groups. Nonetheless, there 
IS a problem with— there is a difference between getting people to 
help themselves with training and their ability to do so and tiioee 
below that level who have no ability to participate. And that's part 
of the purpose of the tax credit, to reach those people who have no 
ability to save. 

Mr. Martinez. I have one last question. Is it clear in the bills 
that a person could sign up for your program and still be able to 
withdraw that money and use, let's say, instead of $4,000, $i3,000 
for retraining? 

Mrs. Johnson. I think we have to cap the total amoimt that was 
available to them, as now the Government is looking at, the 401k 
mvestmcnt and IRA investments in the same category. But certain- 
ly one of the strengths of this panel here is that none of the ap- 
proaches are contradictory. Thsy are different. Tc^ether, they pro- 
vide enormous flexibility. There will be some companies where the 
company is unable to invest in an ITA, as well as the employees. 
On the other hand, some of those employees might have an IRA. 
So, there are different avenues to the same goal. 

Mr. Martinez. Dick? 

Mr. DuRBiN. Mr. Chairman, let me add that I think there is one 
other aspect that ou^ht to be mentioned here. I was not in Con- 
gress when the Individual Retirement Account was created, but I 
assume that it was created for at least two putposes: to allow 
people to provide for some sort of a security in their retirement 
that they would save for during their peak earning years; but 
second and maybe indirectly, that we would encou'^e people in 
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America to save more money. This is probably one of the more un* 
derlving weaknesses of our economy in comparison to other indus- 
triauzea nations. 

If you look at one of the reasons why we have an overvalued 
dollar and one of the reasons why we attract so much foreign cap- 
ital, it is not only the deScit but the fact that Americans, by and 
large, are consumers rather than savers. With both Congresswom- 
an Johnson's approach and the ITA approach, we are really trying 
to improve that situation in terms of national savings, to have indi- 
vidual workers save more money and to do it for good purposes, 
either for retirement or retraining. 

I think your question is a good one. I think when it conies time, 
and I hope it does come time» to mark up these two bills in conoxnit^ 
tee, we can find ways of making them entirely consistent within 
the two bills to make certain that we do meet those stated goals. 

Mi\ Martinkz. Thank you. Congressman Durbin. 

I am going to have to leave, because I have to attend a Rules 
Committee meeting. I am going to turn the chair over to Mr, 
Hayes, my good, fnend and colleague. I do have some other ques* 
tions. I will oe conmiunicating with vou on those. 

At this time, before I leave, I would like to turn questions over to 
Mr. Gunderson. 

Mr, Gunderson. Thank you, Mr. Chairman. 

I want to be^ hy commending all of you for coming up with 
some new creative initiatives. I thmk too often we look at the past, 
and the programs did not necessarily work. 

The big question, of course, and you all talked about tax reform 
and tax incentives, et cetera, what do yoxx see happening with your 
bills in the Ways and Means Committee? Are we looking at an 
effort in this committee that dies in Ways and Means? Or is there 
some kind of commitment and interest in that committee? If so, is 
it going to be a part of the tax reform package? I think that all 
becomes very instrumental. Any comments? 

Mrs. Johnson. I, for one, am developing a letter that will go to 
the Ways and Means Committee at the nght point in their hear- 
ings that will ask them to look at the kinds of tax credits tiiat they 
are providing for business, to make certain that it does address the 
various components of competitiveness. 

There is a proposal afoot called the BIC, the Block Investment 
Credit, that would give companies more flexibility in how they use 
that credit. It is true, it would expand the revenue loss. But I 
think, if we look at our competitive position now and in the fiiture, 
we simply have to address the need for human capital investment 
as well. 

But I think you are right. We have a responsibility to go forward 
to the Ways and Means Committee. We will keep you informed of 
those efforts. 

Mr. Gunderson. Dick? 

Mr. Durbin. Steve, if I am not mistaken, Nancy, didn't you men- 
tion that Harold Ford is a cosponsor of yours, as he is a cosponsor 
of H.R. 26. As chairman of the subcommittee which would consider 
this legislation, we think that is an encouraging signal. 

If we could predict what the Ways and Means Committee is 
going to do cn anything, we woidd have such a great receptive au- 
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i^ience in the hallways of the Longworth Building over the next 
several weeks that I am sure we would £.nd plenty to do with our 
time. 

But I think it is important for us who believe— and, of course, 
the members of this subcommittee — that retraining is an impor- 
tant component of our Nation's future to make it clear to Ways 
and Means that it isn't just a matter of hearing from business, in 
terms of protecting their capital growth. It is a matter of hearing 
from those of us who believe that the American worker should be 
represented in tax reform to make the point that any tax reform 
package include at least part, if not all, of the elements we have 
discussed todoy. 

Mr. GuNDERSON. Dick, I think it's your bill that provides the 100 
percent credit for the worker and 125 percent deduction for the em- 
ployer. No. 1, I would be interested to why 125 percent as op- 
posed to just 100 percent. 

Second, it just seems that we need to at least respond to the issue 
of not only is Ways and Means going to take it up, but are we not 
going directly in the face of the effort in this country to reduce all 
of the maze of deductions in the tax bills. Aren't you just swim- 
ming upstream, so to speak? 

Mr. DuHBm. Here's the dilemma. We have got a national prob- 
lem. We want to set out to solve it. To do it, we have got to attract 
participants. We, I think in the first discussion with Congressman 
Boehlert, what the ITA would look like, had to make a very funda- 
mental decision: Will this be a mandatoiy system, will it be com- 
pulsory, or wiU it be voluntary? Our decision was to make it volun- 
tary. And to make it voluntary, we had to create some incentive for 
business to take a bard look at it, to say it's in our b^ interest, 
not only in terms cf the Nation but in terms of our business, to 
offer to our employees the individual training account. And that is 
one of the reasons why we created these tax incentives to do so. 

Is it in fact violating the basic premise of simplification? In a 
way, it is» But I think it's doing it in a way that is consistent with, 
as Congresswoman Johnson mentioned, wnat we are doing in the 
areas of capital growth. We have got to create the right incentives 
for economic growth* 

I have listened closely, as you have, too, in the tax reform 
debate. It is not only simplicity and fairness, but it's economic 
growth, the third element that we have got to keep in mind. 

Mr. Boehlert. Let me also add, if I may, that, while tax reform 
is the subject of the moment, it's garnering the most attention in 
this town and probably acicss the country because of the Presi- 
dent's speeches around the country. The overriding issue of our 
time right now is the deficit crisis. When you consider the fact that 
a 1-percent increase in unemployment adds hNBtween $30 billion and 
$40 billion to the deficit, and then you further consider that we 
have combined proposals that would lessen the problem of unem- 
plo3rment, therefore ease the burden of the deficit crisis, it becomes 
all the more attractive. We are finding a lot of interest in it for 
that very reason. 

Mr. GuNDERSON. Does your proposal work in a way that, if the 
employee decides that he wants an individual training account, the 
employer must automatically participate? 
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Mr. DuRBirf . No. 

Mr. GuNDERSON. Is it voluntary? 

Mr. DuRBiN. It's voluntary. The employer has to offer it. So, we 
had to create some sort of a carrot for the employer to decide to 
make the program available. It will take a public education effort, 
once we pass this legislation, to let people know what is Available 
to them. And it^s one that, I think, is well worth undertaking. But, 
clearly, the employer has to make the first decision to move for- 
ward. 

Mr. GuNDERSON. A final question with regard to the bill that 
Congresswomen Johnson and Kaptur are proposing. That is, using 
the Individual Retirement Account, a lot of people are going to say 
that, once you have opened the door, the floodgate is going to flow 
and we're going to use it for housing and we're going to use it for 
medical care and we're going to use it for who knows what differ- 
ent options. 

How do you respond and counter that charge? 

Ms. Kaptur. I thought about that myself. I am glad you asked 
the question. I think tiie way that I answer it is this. Over the last 
50 years in this country, what we have managed to do through the 
development of unemployment compensation and Social Security is 
tie retirement and our ability to finance retirement to savings in 
the workplace and contributions while one is working. The whole 
idea over the past 50 years is that jobs and retirement were very 
closely linked in the economic system. We have literally raised 
senior citizens out of pcverity in this Nation, compared to 50 years 
ago. 

What has happened in that 50 years, however, is that the work- 
place doesn't look like it did. Now the average worker will change 
jobs or have to be resldlled five times in a lifetime. And their re- 
tirement program is very contingent on their ability to maintain a 
useful life during the work years. 

So, I guess I would say that I see no intellectual problem with 
trying to use those work years more efficiently to save up for re- 
tirement and say that there is an interplay between the retirement 
account and the work years. I think I would have a problem if one 
were looking at IRAs for medical purposes or certain other pur- 
poses, which I guess are being proposed, evers^thing from soup to 
nuts, here in the Congress. But I tlunk on retirement and perform- 
ance in the workplace, I do see a connection that needs some his- 
torical change now because this is not the workplace of 50 years 
o^o. People aren't going to be in the same job for 40 years. And 
their retirement program could be jeopardized by their inability to 
contribute during their working years. 

So, I do see a connection there. I think we can argue effectively 
that this provides an important linkage. 

There is one other point I wanted to make also. That is that, if 
we look at JTPA and some of the other programs that in my com- 
munity are doing a superb job in bringing disadvantagea, low- 
skilled people into the workplace for the first time, in my commu- 
nity in the last year we have placed 2,000 people who would not 
normally have gotten jobs through JTPA and BIC. On-the-job train- 
ing, they are out there. They started at the average wage, which 





135 



runs anywhere betv/een $3.65 an hour up to $8.00 an hour for a 
first-time job. That is pretty good. 

What that program doesn^t do, under title HI, it doesn't really 
reach out to our dislocated workers, who tend to come from Indus- 
trie auto manufacturing, steel, machine tool, where they have got 
seniority on the job. They have been earning $12 to $20 an hour. 
And these are pneople who are homeowners and who have a tradi- 
tion of some savings. I think that we don't have good national solu- 
tions yet for those folks. This provides a naarvelous opportunitv for 
those families who already have been saving for their kids' educa- 
tion, for hqme ownership. And I think it is culturally relevant to 
that group of Americans. 

It also says that we are asking them to make a life choice also to 

fut some money aside for a change that might occur in the future, 
think it is pretty tailor-made to that group of Americans, who 
desperately need some kind of a response from this Government. 

Mrs. Johnson. I would support both the points that Marcy made. 
But to emphasize the last one, one of the things that we are trying 
to do with developing a national policy is to look at what is the role 
of business. And what is tiie role of Government Programs to reach 
out to the hard-to^mploy. But we are also trsdng to change a mind- 
set in America in this bill. We are trying to focus on the fact that 
people who come out of high school or college are going to have 
several careers in their lifetime, that education is going to be a 
continuing component in their lives, that education and training 
are something that they have to expect to happen periodically in 
their lives. So, they should prepcire for it. 

I think there is a good reason from the point of view of national 
policy to create some pro-am that focuses on the individual's re- 
sponsibility for their trainmg and retraining and, therefore, contin- 
ued employability in the future and their own security. I think it is 
that individual responsibility that we are trying to get to and rein- 
force and stimulate in our ERA provisions and in the ITA bill. 
Mr. GuNDERSON. Thank you. 
Thank you, Mr. Chairman. 

Mr. Hayes [acting]. I don't have any questions I want to raise cf 
the panel. I do want to make tiie comment that the testimony that 
I have heard has been excellent. I shall as a member of this sub- 
committee go through your written testimony. 

Needless to say, I am supportive of the two bills that you have 
talked about, H.R. 26 and H.R. 1219. I think you are as aware as I 
am of the possible difficulties in these two proposed pieces of legis- 
lation being enacted into law. 

Given the kind of direction— and I am not a prophet of gloom 
and doom— but, given the kind of directions that we seem to be 
going and addressing ourselves to this whole problem of unemploy- 
ment^ I am for the training of workers who have been displaced, 
but I must say that that is a first step or the first phase. Placement 
is a problem. I don't know if the hign-tech iobs that are going to be 
available are going to be sufficient in numoers to offset the people 
who are displaced. 

I just read, and you might have read it not too long ago where 
even in the fast food industry the possibilities are veiy likely that 
we will have a robot with six arms that will be washing the dishes 
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and serving the customers. I also read in one of the local papers in 
my city the other day where the home of tiie future, even the home 
may be cleaned by, instead of maids, robots. 

The point that I am making is there is a direct connection, it 
seems to me, between preservation of our education system and our 
whole outlook towards preparing our people for the future. It 
scares me when I look at some of the what I think are lack of ap- 
proaches and lack of support for people, particularly the disadvan- 
taged areas, where the public education system is redly fighting 
for its survival. 

Mr. DuRBiN. Congressman Hayes, I agree with you completely. I 
think in your area and across the Nation we have got some funda- 
mental problems. As sure as I am sitting here, the pendulum is 
going to swing. Maybe this year or next year there will be a major 
series of articles in some magazine or newspaper pinpointing the 
problems that are festering in America because of our cutbacks in 
programs over the last 4 or 5 years. 

I just recently heard a statistic which I am sure you have seen in 
your community. That is that the recent recovery created tliree 
million jobs, and only 2 percent of those jobs went to individu^ 
between the ages of 16 and 24. 

Mr. Hayes. That's right. 

Mr. DuRBiN. There is also a statistic that 45 percent of the mi- 
nority youth in America are functionally illiterate today. 
Mr. Hayks. That's right. 

Mr. DuRBiN. The teenage pr^ancy problem and all the prob- 
lems that it creates for poverty and the future for those young kids 
is just a national disgrace. We are gpixxg to have to address those. 
They are going to face us for generations to come. 

Mr. Hayes. That's right. 

Mr. DuRBiN. What we are doing today is a modest effort to ad- 
dress one part of the problem. I wanted to make it clear in my 
original testimony that I am not going to turn my back on the rest 
of the problems, simply saying this is enough. This is a begin- 
ning 

Mr. Hayes. That's rig:ht. 

Mr. DuRBiN [continuing]. One that we can achieve. And I hope 
you will help us do that. 
Mr. Hayes. I will do that. 

Ms. Kaptuh. Mr. Chairman, I just wanted to also point out again 
the JTPA experience in my community, which is now being touted 
as a national model, so I have got to put it on the record. The fact 
is that in a year and four montiis we nave been able to place 2,000 
hard-to-employ people, most of whom are yoiuig, in jobs. The secret 
really was our busmess community workmg with an unbelievable 
relationship with our public school wstem. 

We actually put peopla in real jobs. I think back to one gentle- 
man who spoke at a recent meeting back home in Toledo who said 
that he haa helped a youngster to come into OJT, a real nosition 
on the job in a securify firm. He c***rted out as a guard. Then he 
went up to a larger business. He got emploved by a jprivatcnsector 
company. And now he is assistant manager tor several stores in the 
area in a security system getting increases in wages. This is a 
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young gentleman who has this job who never would have been em- 
ployed. 

I think it is important that we put people in real jobs so they see 
a future for themselves and not in some of these training programs 
where at the end of a year or six months there is reSly no job; 
they just have a certificate and then they are out there in the 
workplace. I think the difference in my community has been made 
by young people being put in real jobs, trained for that job which 
they have been able to then move on fh)m, and also a good linkage 
with our educational system and vocational system back home to 
get remediation where that is sometimes needed. 

Mr. Hayes. All right. I want to let the panel know that you have 
my support. I really have some real problems with tWs funding on 
a voluntary basis. It is going to be difficult, you know. 

When you talk about the whole tax problem, as my colleague 
here raised, when our Social Security is somewhat jeopardized, the 
way some of my colleagues think and the way they really would 
pursue it. 

Ms. Kaptur. Mr. Chairman, just one other thing, maybe for the 
record, and I am sure au already know this. The demographics by 
1990 work in our fa* ; because families have not been having as 
many children over the last 20 years. There will be fewer people 
entering the workforce. So, part of the solution, we have to attend 
those who will enter very well, but we will have fewer entering by 
1990. We hope jobs will continue to increase. So, whoever is Presi- 
dent then will be marvelously lucky and be able to say that he or 
she put all these people to work and xinemployment went down. 
But a lot of Americans are going to help make that happen because 
of their family decisions over the last 20 years. 

Mr. Hayes. Congresswoman Kaptur, that may be true in your 
district where families are not having as many children. They are 
having more in my district. 

Ms. Kaptur. That's all right, because they are the ones that will 
be able to move into the workplace. We are making room for you. 

Mr. Hayes. I recognize now Congressman Henry. 

Mr. Henry. Thank you, Mr. Chairman. 

I came late, and I am sorry. My plane got in late. 

It seems to me these two bills are complementary to each other 
in terms of the direction they are trying to take. I just commend 
the sponsors, each of them, for their initiative in this area. I am 
pleased to know of your interest in this area as well. 

Mr. Hayes. I thank the panelists for their time and effort here. 

Panel number two will come forward. Anthony Camevale is 
chief economist and vice president for governmental affairs, Ameri- 
can Society for Training and Development. Nat Semple is vice 
president and secretary of the research and policy committee. Com- 
mittee on Economic Development. Dr. Dennis Carey is director. 
State and local government Consulting Services, The Hay Group. 

We have each of your prepared testimonies. It will be enter^ 
into the record in its entirety. Hence, you can deal with the high- 
lights of your testimony, or, if you desire, you can read the whole 
thing into the record yourselves. 
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I am advised that Congi^essman Ford has a statement he wants 
to enter into the record. Without objection, it will be so done. Bring 
the statement forward if you have it please. 

STATEMENT OF ANTHONY CARNEVALE, AMERICAN SOCIETY FOR 
TRAINING AND DEVELOPMENT; DENNIS CAREY, THE HAY 
GROUP, INC.; AND NATHANIEL M. SEMPLE, VICE PRESIDENT, 
COMMITTEE FOR ECONOMIC DEVELOPMENT 

Mr. Semple. Mr. Chairman, my name is Nat Semple. I want to 
thank you for the opRprtunity to testify today. 

I am with the Committee for Economic Development, which is a 
business think tank involving 200 of the Nation's leading execu- 
tives. Our primary concerns now are on tax reform and interna- 
tional finance and the value of the dollar. However, one of our pri- 
mary concerns has been the issue of competitiveness in this coun- 
try. A focal point of our approach to dealing with that problem has 
been dealing with the labor adjustment issue. 

In 1984 we issued a report that included a series of recommenda- 
tions on how specifically to deal with transition in the lehor 
market i^esulting from loss of jobs due to competitiveness. 

So, it is for that reason that I am pleased to have the opportuni- 
ty to talk about H.R. 26, Congressman Durbin's proposal, and H.R. 
1219. 

Let me just say from the beginning that these bills have already 
accomplished a tremendous amount. They have kept this issue on 
the agenda. For this reason alone, I think they deserve very careful 
consideration. 

Second, they do represent a marked departure from the past 
ways the Federal Government has dealt with labor market prob- 
lems. Rather than a topdown approach, they deal with the labor 
market as it actually operates. 

There are three other items that I am particularly enthusiastic 
about. They are preventive. They are tied directly to workers. They 
are market oriented. And they are geared toward competitiveness. 
Let me say that we wholeheartedly share the general focus. How- 
ever, I hope that the authors are not totally committed to the spe- 
cifics. I will explain why. 

My concern is not so much that they are not targeted on the 
right problem. It is whether in fiact they will solve it or do much to 
solve it. Overall, my concern is one of flexibility. 

Let me deal first with H.R. 26. 1 have a difficult time seeing how 
this will work in practice. I think there are four mtyor reasons for 
believing so. First, a msgor segment of the group that the bill is 
targeted towards, specifically towards who have been dislocated 
from capital-intensive induatries such as auto and steel, the biggest 
problem we discovered with these workers is mainly one of wage 
transition. Historically, both auto and steel have eiyoyed as much 
as a 70-percent wage premium on the average over the average 
manufacturing employee. When such a worker becomes unem- 
ployed, he or she finds it quite difficult to accept such a drastic pay 
cut. 
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I don't like to use this analogy^ but it would be like asking a 
member of Congress to take something from 70,000 to 40,000. Tliat 
is a tough thing to do for anybody. 

Clearly, not all workers who lose their jobs do so in autp and 
steel. But the big problem they have is basically, in addition to 
having jobs available, is getting over this initial hurdle. 

A second problem I find with H.R. 26 is that it already adds a 
burden to a UI system that is in deep trouble. It is in financially 
disastrous shape. There are inequities. It would create an extra, I 
would say, diversion from having to deal with the fundamental 
problems of UI. 

I am also concerned a bit about the tax offsets. I am not exactlv 
sure whether in fact they would do the incentive that the bill 
would contemplate. There are many reasons for this. I won't go 
into all of them. But I think that at this time, when we are doing 
tax refoiin and we need simplification— I must admit the employer 
conunimity always likes to have tax incentives— there are some 
that they feel probably rate a higher priority than this one at this 
particular point. Now, this is not to say that there is not incentive 
now in the area for business to do this kind of thing. There are in* 
centives now, and I will get to that when I talk about Congress- 
woman Johnson's proposal. 

A third concern I have is the reliance on the U.S. Employment 
Service. I think one area that this committee could focus on, and 
very justifiably so, is the U.S. Employment Service. The recent 
report of the National Council on Employment Policy concluded 
that the U.S. Employment Service offers but marginal assistance to 
employers and Job seekers. And even IQBSA, the Interstate Confer- 
ence, the assocmtion that represents the Employment Service, has 
found that the system is supported witii obsolete data processing 
equipment and an aging, patcned-together computer system. So, it 
is a lairly shaky foundation on which we are building our proposal. 

Finally, I have a concern about participation, I don't know how 
many employers would respond. I doubt that many would, consider- 
ing the cost of business that they are having to deal with right 
now. I must admit that there are a lot of employers who probably 
won't benefit from the tax incentives. 

I thmk the employee is the critical issue. I don't know how many 
employees now realize that their future requires training, et 
cetera. Since it is a voluntary system, I have my doubts. 

Now, let me say that I am not sure about all this. We don't 
know, we really don't have the facts at hand to judge this. This is 
iust what we have experienced in similar ty^ of efforts— not simi- 
lar efforts, but other programs, that there is a lot of education of 
employees that has to be done. 

Let me talk about Mrs. Johnson's proposal. I must say that we of 
CED are enthusiastic about Congresswoman Johnson's proposal to 
a conaiderable extent. We have endorsed two-thirds of it, in fact. 
We thoroughly endorse the idea of allowing UI to be used for train- 
mg. We also thoroughly endorse the idea of using IRA drawdown. 

In my own personal opinion— and I am not talking for the CED 
trustees— many people who become unemployed do not necessarily 
need training per se. They need whatever help they can get to tide 
them over. By focusing only on training, then you may be narrowly 
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focusing on only one thing that may be the last thing a family 
needs. That is my own personal opinion. 

I would, of course, be very careful about how you would u£^ an 
IRA drawdown in case of dislocation. I would be careful about how 
to use it. I would be a little more flexible on how it can be used. 

There is one aspect of Congresswoman Johnson's proposal I find 
troublesome, and that is the tax credit. Once again, I hate to— it's 
like my friend Tony here; I don't want to fell bin that his tie 
doesn't match his suit, because I know he may be upset with me 
for a while. But eventually I think what we are trying to do is 
achieve an objective that my negative comments shouldn't be 
taken to say let's stop thinking about this issue. 

On the tax credit issue, there is this feeling that employers now 
don't get any benefits. Well, there is an estunate ranging of $30 bil- 
lion direct expenses for employees for training and $180 billion for 
indirect. And those are all expense. They all. come off line right 
now as it is. The question is, we don't really know how much we 
need. That is the issue. We just don't know how much we need to 
get employers to do more and how much is actually required. 

I must admit that one of the problems is we don't have the facts 
available. Employers don't really keep good accounts of how they 
use training. They do training all the time. It's company survival 
to have their employees trained. But they don't separate it out 
from capital investment. So, it's a tough comparison to make. It 
would be interesting to know over a period of time whether there 
has been a shift between one and the other. 

In conclusion, Mr. Chairman, let me say that we are very encour- 
aged about this. We will be looking at the CED at this subject for 
the rest of the year. We will be investigating it in the field. 

I might add on the issue of flexibility, I just want to point out 
one contract that was reached between a company and the union. I 
am talking about flexibility now. This was a contract between Gen- 
eral Electric and the International Union of Electric, Radio, and 
Machine Workers. In this contract they provided all kinds of op- 
tions, everywhere from severance pay, which an employee can 
select, they have employment assistance, job placement, education, 
and retraining. 

There is one provision here I found very intriguing. They subsi- 
dize. A person loses their job. They subsidize the difference be- 
tween the wage of the old job and the new job for 26 weeks. It is a 
direct subsidy for that employee. In other words, the employee 
doesn't lose the wage in the transfer. This is the kind of creative 
thing I am talking about in terms of flexibility. 

My concem about the Durbin proposal: It is in some respects too 
narrow. It doesn't allow flexibility. I am more enthusiastic, I must 
say, about Congresswoman Johnson's because it is more flexible. I 
just think the tax rate at this time is probably untimely, and I am 
not sure whether it would be effective. 

Thank you very much. 

[Prepared statement of Nathaniel Semple follows:] 
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Prkpared Statkmint or Nathanol M. Skmpub, Vice President, CoMuira ron 

Economic Development 

MR. CHAIRMAN, 

Hy name is Nathaniel M, Semple, and I am Vice President 
of the Conmittee for Economic Developnent, CED is a business 
think tank that actively involves more than 200 of the nation's 
chief executive officers, otner top business leaders, and 
university presidents on economic policy issues. At the moment, 
we are concentrating on tax reform, health care, third world 
finance, state economic development, the schools, and deficits^ 
a 

We also plan a specific look at labor adjustment — as 
part of our ongoing concern about industrial competitiveness. We 
will be spending much of the rest of this year on this latter 
task, which is why I am particularly pleased to have the 
opportunity to discuss H,R, 26, Congressman's Durbin's 
"Individual Training Account Act", and H.R, 1219, Congresswooan 
Johnson's "National Training Incentive Act". Whatever is said 
about these proposals, I believe they have already fulfilled a 
major role by keeping the structural labor issue and the need for 
training on the agenda. These proposals also represent a major 
departure from earlier Federal efforts to intervene in the labor 
market. Unlike CETA and its successor, JTPA, these bills 
leverage change in the local labor market, rather than 
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establishing top-down Federal government programs, 

I would hope, however, that the authors are not totally 
committed to the specifics of their bills, but are willing to 
wait until we can better determine how to go about addressing 
either the problem of the dislocated workers, which appears to be 
Congressman Durbin's focus, or encouraging training and 
specifically employer based training, which appears to be 
Congresswoman Johnson's primary objective* 

Taking the bills numerically, let me discuss H.H* 26* 
I do not see how this approach can work* I have four major 
reasons for believing so: 

• First, a major segment of the group that the bill 
wants to help — specifically those dislocated from heavy 
industries such as auto and steel — are getting the wrong kind 
of help in this proposal. The biggest problem workers in these 
traditional industries suffer is the transition from a high wage 
job to a lower wage job. Historically, both auto and steel have 
enjoyed as much as a 70% wage premium over the average 
manufacturing employee. When such a worker becomes unemployed, 
he or she finds it extremely difficult to accept such a drastic 
cut in pay. This would be like asking a member of Congress to 
accept $140,000 instead of $70,000. 

Clearly, not all workers who lose their jobs do so in 
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auto and steel. But even for workers whose average wages are 
somewhat more akin to the average nanufacturing wage, training is 
almost always better if the person attains a new job and then 
combines it with employer-based training. Training programs 
sometimes help a person obtain a job, but only when a job is 
available. 

. A second problem I find with H.R. 26, is that it adds 
a new tax on top of an alreaoy deeply troubled UI system. It is 
not unlike adding a brick to a house of cards. The UI system 
needs fixing — it's broke. In CED's ^9B^ report on industrial 
competitiveness we urged a number of major recommendations and 
reforms of UI, many of which were addressed to the equity 
concerns of the system. The details of which I have included for 
your information as an appendix to this testimony. 

Furthermore, the notion of adding yet another tax to the 
employer community, even with the tax offsets, simply isn't going 
to go over. The employer community is now have to wrestle with 
the notion of taking on a major new burden of taxation, provided 
by Reagan I, and I doubt if they would voluntarily participate in 
any program where it would add to their cost of doing business. 
As for the tax offsets, what is needed now is to simplify the tax 
code — not add to its complexity. 

. A third concern is the bill's reliance on the U.S. 
Employment Service, which is already in a sorry state and 
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experiencing severe management overload. In a report issued Just 
this past Hay, the National Council on Employment Policy 
concluded that U.S. Employment Service offers only "marginal 
assistance to employers and job seekers." And the Interstate 
Conference of Employment Security Agencies, the association that 
represents the Employment Service, has found that the system is 
being supported with an "obsolete data processing equipment and 
an aging, patched-together computer system". 



participate. Employers, in particular, would not participate, 
unless forced to by the provision that allow employees to make 
the decision for them. With respect to this latter point, I 
don't believe either unions or business would like have their 
terms set at the federal level. But, I doubt that most employees 
would force the issue anyway. Host workers do not believe they 
are going to be unemployed, and even fewer think that training in 
the future is something they will need. 

Let me turn now to H.R. 1219i Mrs. Johnson's proposal 
about which I am considerably more enthusiastic. We have 
discussed most aspects of this proposal at CED, and, indeed 
endorsed two-thirds of it in our 198^ statement on industrial 
competitiveness. Specifically, we recommended allowing UI funds 
to be used for training — a notion we first suggested in 1978. 
We also recommended to allow IRAs to be drawn on for training ^ 
under certain conditions. These we find useful ideas. I would 



Finally, I suspect only a few would voluntarily 
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urge Mrs. Johnson to continue to push ahead on these two 
aspects. 

What is appealing about both these provisions are thler 
flexibility, Individual choice, and use of existing resources. 



do find troublesome. Is the proposal to Include a tax credit 
for employee incurred training expenses. The bill assumes that 



we are currently biased In favor of fixed investment versus 
human resources, but there Is no way to know that. Fixed 
investment In the United States has remained fairly constant as 
the percentage of GKP over the past decade and a half. We do not 
have similar figures for Investment In human resources, outside 
ballpark guesses .that are basically extrapulations of economic 
models and seat<-of-the-pants arithmetic. It would be useful to 
have figures that showed relative change between fixed Investment 
and human resources over a period of time to see whether in fact 
there has been a change relative to one another from which we 
could infer that a bias indeed existed. But, short of that, 
there Is very little we can say except that more money is spent 
in fixed investment than human resources. I might add, 
incidentally, that employers can already deduct as a cost of 
business Job related employees training. 

I do sympathize with the incentive to encourage 
employee based training, but we first need to gain a better 



The one aspect of Congresswoman Johnson's proposal I 
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handle on what is going on now before suggesting a new policy. 

In conclusion, Mr. Chairman, let me say again that I am 
encouraged that both Congressman Durbin and Congresswoman Johnson 
arc continuing to push forward on their proposals. I believe 
we need to learn a lot more about what way we should go and I 
would not urge moving on these two proposals until we do. As I 
have indicated, CED will be devoting considerable attention to 
Just this task for the balance of this year, and I hope we can 
report back to you some time late this session or early next year 
on what we discover. We will be looking at what»s actually 
happening in this field and I think this kind of investigation 
night prove quite fruitful. There are two areas you could spend 
some time, one is a thorough review and reform of the U.S. 
Employment Service. The second is to call for a reform of the UI 
systen. 

Again, thank you very much for letting me testify and I 
will be pleased to answer any specific questions yoc may have. 
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Mr. Hayes. Mr. CJamevale. 

Mr. Carnevaus. Let me begin by saying, very much as Nat has, 
that both these bills, H.R. 26 and H.R. 1219, include what is, in leg- 
islative terms, I think, always a precious cargo; and that is new 
ideas. In that they do, I thmk ^hat thev shouldbe treatfed delicate- 
9 ly and given due and very patient consideration. 

I do at the same time share many of my colleague Mr. Semple*s 
concerns with respect to the ITA's, the principal concern being that 
they may be somewhat elitist. That is, those who will contribute to 
^ ITA's are those who can afford the most. What may happen is that 

people like myself and others who earn decent incomes and have 
good jobs will utilize the ITA as another means to shelter addition- 
al income from taxation and never really draw down on them as 
training accounts and then finally draw down on them upon retire- 
ment as additional retirement income. 

A second concern I have in general is that the ITA proposals pre- 
sume that what is required in the case of a dislocate or a disad- 
vantaged worker is training in order to move them towards a new 
or a different or even a first job. In fact, I think it is the case that 
what we have learned over the past decade or so in our experiences 
with CFTA, JTPA, and similar programs and public job training is 
that training and education in and of itself does not create jobs. In 
fact, what one can do best for somebody who is without a job is get 
them one. The training and experience that follows thereon is of 
the most precious kind. A good job is a job with training and bene- 
fits in a career ladder, the learning that counts for most people. 
Their learning that represents real opportunity for increased 
mcome comes on the job. 

To a certain extent, training outside the workplace for many 
people IS a cruel delusion when it does not result m real advance- 
ment and movement towards good jobs with training and career 
ladders. > 

So, those are my general concerns, although I think there are 
many things to be said about these proposals that are very positive. 
First of all, they do attempt to be preventive. The current public ^ 
lob training system by its very nature attempts to solve the prob- 
lem after the horse aS out of the bam. These proposals attempt to ' 
prevent people from being dislocated from current jobs. I think 
that is a very positive and creative approach in all cases. 

Also, I would add that there are two kinds of proposals that we 
are considering here that serve quite different purposes. The first 
kind of proposal or purpose implicit in all this legislation is to pre- 
vent job losses and to aid those who don't have jote in getting 
them. In that case we have had substantial experience on the 
public job training side and I think a complementary approach 
that focuses on workers and employees while they are in the work- 
place is probably called for and deserving of consideration. 

There is a second focus here that is quite different, and I think it 
represents a radical departure from our traditional perspective at 
the Federal level on job training, education, and human resources 
policies generally. Since the end of the Second World Wex, human 
resources policy at the Federal level has essentially left the private 
economy alone. The economy grew and provided jobs and training 
almost by itself. What we focused on here was essentially those 
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who did not share in the largess of the American economy: The dis- 
advantaged, the handicapped, and other special populations, and 
lately tiiose who have lost their jobs as a result of economic transi- 
tion. 

In particular, H.R. 1219 and the tax credit included therein fo- 
cuses on a much different question. I think it deserves to be treated 
as a different question. That is the overall competitive advantage 
of tiie American economy. Whereas in previous legislation, Federal 
legislation, we have been concerned about the distribution of jobs, 
the golden eggs, as it were, what seems to be at risk now and very 
much a focus of the legislative process is the goose itself. 

Our concern, I think, and the concern that the tax credit in H.R. 
1219 responds to is the role of human resources in promoting com- 
petitive advantage in the American economy. I think it also recog- 
nizes some fundamental realities in the American system, funda- 
mental realities and changes in our economic situation. 

First of all, demography, the American population is aging. More 
and more Americans are concentrated in the workplace. Wbile we 
have built a huge public and not-for-profit education and training 
system which focused on young people when the baby boom was 
young, which focued on job training and school-to-wdrk transitions 
when the babv boom left secondary school, it may be that in the 
future we will need to focus on human resource development and 
human resource services delivered in the context of the workplace. 
That is where the population is. 

I think in part the interest in such things as tax credits and 
ITA*s derives from a heart-felt need on the part of the American 
population in this regard. 

The second factor that I think is recognized here is that, in terms 
of the way the American labor market works, it is the employer 
who provides job-specific training. Currently, the eraployers pro- 
vide, oy availaole estimates, about $180 billion in c.i-the-job Gain- 
ing, informal training, coaching, as it were, and another $30 billibn 
in formalized training. That comes to a total of $210 billion and 
makes the employer-based system roughly equivalent to the entire 
elementary and secondary education system. 

It is a large enterprise, one that has been largely ignored until 
lately. 

The question before us, I think, is, as Nat put it previously, is it 
large enough? How much training is enough? We really don't know 
the answer to that question. 

We do know, however, that American competitive advantage is 
increasingly attached to the quality of our work force and to the 
quality of training find adaptaoility of that work force to changing 
prices, changing technologies, and shifting international competi- 
tive advantage. We also know that, in general, the investment 
market for human resources essentially doesn't exist. There is no 
banking system or financial apparatus that allows individual per- 
sons or even companies really to invest in human resources in the 
long term. There is no loan system, for instance, to discount the 
cost of human resource development, as there is in the case of cap- 
ital. 

Also, there are practices among employers in the United States 
that are fairly evident to me on an anecdotal basis whereby one 
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employer trains, another employer increases wages and steals away 
or pirates away trained personnel. That in general reduces the 
overall incentive to train in the American system. Many compa- 
nies, for instance, will give an employee half the training, utilize 
that employee for a year or so to realize gains from training, and 
then give them the other half of training, and then count on losing 
some fixed percentage of those who were trained to other compa- 
mes in the same business who bid on the basis of wages and not on 
the basis of training. 

So, I think this l^islation really does recognize a number of re- 
alities in the American system. We know, in closing, that in the 
long term, public education is the foundation of the American econ- 
omy. ]n the long term, educated Americans are really the magor 
factor of production and determine our competitive advantage. But 
in the short term, it's jobs that determine the need for training and 
education. 

For instance, there would be very little magic or engineering in 
the United States if there weren't jote for engineers and magi- 
cians. I think these bills, especially the tax credit in H.R. 1219, rec- 
ognizes some of these realities and asks us, both yourselves as legis- 
lators, and the rest of us as representatives of employers and ana- 
lysts whether or not we are doing enough training in the work- 
place. I think at this time it is not clear, really, whether we are or 
we aren t. 

Thank you. 

[Prepared statement of Anthony Camevale follows:] 
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Pekpaaid Statkmint op Anthony Carnevale, American SoaEXY for Tratnino and 

Development 

As the representatives of nearly 50,000 of the nation's 
employer -based specialists who train, retrain and educate the work 
force, the American Society for Training and Development commends 
the House Wednesday Group and the Northeast Midwest Congressional 
Coalition's interest in work place training. I am Anthony 
Carnevale, chief economist and vice president for Government 
Affairs for ASTD. We are pleased to present testimony today on the 
National Training Incentives Act and the Individual Training 
Account. We are very happy to see heightened Congressional 
interest to create more incentives for training and human resource 
development. 

Workplace training can be a powerful lever for resolving many 
of the nation's economic and human problems. Although employer- 
based training has attracted little public attention, it has been a 
critical aspect to the nation's education and training system since 
the great industrial expansion in the late nineteenth century • To 
some extent employer-based training and development has remained 
the dark continent in the public training and development system 
for good reason. The employer-based training and human resource 
development system has operated smoothly, informally^ officiently, 
and has little connection to the public funding of institutions 
that dominated the human resources debate over the postwar period. 

Thi» employer-based "shadow education system" exists Sior many 
reasons: First, since 1946 the nations principle himian resource 
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development problem has been that of providing elementary, secon- 
dary and post-secondary education for the baby boom as that bur- 
geoning population shouldered its way through childhood, adoles- 
cence and young adulthood. Second, throughout most of the postwar 
economic era the competitive adaption of human skills to factor 
price changes, new technologies, new products and shifting competi- 
tive advantage occurred smoothly and without major dislocation and 
disruption. Third, where major public efforts have been mounted to 
redistribute income toward the disadvantaged or ease transitions 
for dislocated employees, policymakers have relied almost exclu- 
sively on public education anc", training* 

The growing importance of employer-based training and develop- 
ment is partly due to changing circumstances that have altered or 
challenged all of the latter presumptions. The baby boom has aged 
beyond the reach of elementary, secondary and even post-secondary 
educational institutions. Training and human resource development 
services are increasingly delivered to a working population, 
Moreover, available data suggests that adult Americans would prefer 
that their developmental services be delivered through the work 
place. 



The processes of competitive skill adaption have also accel- 
erated as the internationalization of the American economy has 
intensified the pace of economic and technological change. On 
balance these forces have created more jobs than they have des- 
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troyed. At the samB time, however, those who get the jobs that 
trade and new technologies create are rarely the sanic people who 
lose jobs to technology and trade. Those who are dislocated by 
healthy economic and technological changes need to be retrained. 
In general these dislocated workers represent a relatively small 
proportion of the nation's labor force. According to a Nove»flber 
30, 1984 Bureau of Labor Statistics report, of the 5.1 million 
employees who had been on tU^ job for three years before being 
displaced over the four year period between January of 1979 and 
January of 1984, 601 had been reemployed, 25% were still looking 
for work and 700,000 had dropped out of the labor force. Those 
former employees actually forced to drop out of the labor force 
amounted to little more than one half of one percent of American 
workers in January 1984. Other studies suggest that displaced 
workers number 100,000 employees per year — less than one tenth of 
one percent of, the current labor force* 

The problems of dislocated workers are significant, real and 
deserving of public remedies; but America's more sizeable retrain- 
ing problem lies elsewhere. The nation's most sizeable retraining 
challenge is the constant reskilling of existing employees. 
Employees dislocated by economic change and made redundant by new 
technologies are only the most obvious and dr2unatic evidence of a 
more subtle r incremental and pervasive process of economic and 
technological change that affects skill requirements for all 
employees. The dislocated and redundant employee is only the tip 



ERIC 




163 



of the iceberg. By far the greater mass of change in oJcill re- 
quireinents is constantly undarway in the work place as those who 
remain on the job react to skill changes made necessary by economic 
and technological forces* 

Skill changes- impact primarily on the job because they are 
evolutionary. Economic and technological adaption exacts marginal 
changes among the bundle of tasks associated with individual jobs 
or occupations. Those subtle shifts in job requirements are rarely 
noticed outside * tie work place until they accumulate in sufficient 
quantity to effect pre-employment occupational preparations or 
iintil over a number of years and oven decades they evolve into an 
entirely new occupation or j description* The employer-based job 
training system is the key element in adapting the nations human 
resources to changing skill requirements. Even in periods of 
relatively rapid economic and technological change, competitive 
skill changes are evolutionary not revolutionary. 

Incremental shifts in prices, products, technologies and 
competitive advantage effect marginal changes in en^loyee skills. 
Moreover, the work place is the most appropriate situs for retrain- 
ing* It is in the work place where subtle shifts in products, 
prices and new technologies are translated into new skill require- 
ments instantly and articulately through the calculus of market 
competition. The employer-based training and human resource 
development system is the most sensitive barometer for registering 
economic ana technological impacts on job requirements. The 
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employer-based training system is our first line of defense in the 
effort to adapt to econoiaic and technological change and to main- 
tain international competitive advantage. 

Productivity, International Advantage and Technology 

Workplace training is also key in promoting productivity, 
price stability and international competitive advantage. Produc- 
tivity i8 driven by the working "team." Productivity results from 
the ability of working groups or "teams" to learn together in the 
work place. Individualized learning outside the work place contri- 
butes to employee productivity only to the extent it p-^'ovides 
individuals with the necessary basic educational, occupational and 
social skills that make them ready for work place learning in the 
context of the production process. It is the informal and formal 
learning in the work place that drives team productivity and the 
effective integration of human and machine capital. 

Productivity and thereby training are our most effective means 
for maintaining price stability, while reduced wage costs can hold 
prices down, there are limits to the effectiveness of downward wage 
pressures on prices. All out wage competition, for instance, would 
threaten the productivity of the working team, especially if 
oxperionced employees beceune less willing to pass on their skills 
to new employees or resist new technologies for fear of losing 
their jobs. In fact, it is rare for even the most extreme wage 
pressures to result in actual w?ge reductions. At best, employers 
are able to slow the rate of increase in wages to the rate of 
increase in productivity. 



ERIC 



155 



Team productivity and the formal and informal work place 
training that leverages it are also the most powerful lever for 
maintaining the nation's competitive advantage. He cannot match 



veloped world. Americans cannot win the race to the lowest common 
wage* Foreign workers willing to work for as little as fifty cents 
per day will win the race for low wages and low skill jobs* More- 
overi the surplus of low skilled adult labor will grow in the 
underdeveloped world. Between 1980 and the year 2000, population 
growth in the twenty to forty year old cohort will increase by 630 
million people in the underdeveloped world as compared with 35 
million in the developed world* 

Nor will technology save us. Technology knows no cultural or 
national loyalties and is instantly transportable* In addition, 
evidence shows that human factors far outweigh other resources in 
their contribution to American productivity growth and increases in 
the national income si comparative data first bec{une available 
in 1929. Moreover, "working smarter" or learning on the job shows 
up as the most significant among human contributions to productivi- 
ty and national income since 1929. Finally, we should «11 remember 
that machines are ultimately human artifacts and that if they are 
to be utilized effectively they must be integrated into the working 
team at the job site. 



sweat equity with the masses of low wage workers in the underde- 
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Entry Level Job Skills 
Workplace training also has a clear and critical role in 
developmert of individual working skills. While elementary/ 
secondary and post^secondary education institutions provide roost 
basic academic and vocational skills r it is work place training 
that provides most, if not all job specific skills. This is due in 
part to the nature of America's human development system. After 
graduation from secondary school r young adults tend to experiment 
with alternative education, training and work experiences until 
roughly age twenty-five when they begin to settle into a long term 
career pattern. 

Secondary school job-specific training is relatively outdated 
and irrelevant by age twenty-five. The research literature tends 
to bear this out. Most secondary school graduates do not work in 
the labor market areas in which they went to high school. Most 
continued work in occupations in which they received job-specific 
training in secondary schools. As compared with those who did not 
receive job-specific training in secondary school, only those with 
training in clerical and construction occupations showed income 
gains from job-specific training in secondary school. Moreover, 
even those gains tend to wash out within five years of secondary 
school graduation. According to the Bureau of Labor Statistics, in 
1383 only 51 of the nation's employees report they learned some* 
thing they needed to know to do their current job in secondary 
vocational schools and only 4% said they learned something neces- 
sary to qualify for their current job in- post-secondary vocational 
schools. 
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Skill Shortages 

Workplace training is surprisingly, in5>ortant in developing 
basic job skills even among professional and speciality occupa- 
tions. This fact has become ever more apparent over the years in 
the investigation of skill shortages that are often announced but 
rarely materialize in the work place. Most skill shortage projec- 
tions are based on headcounts of graduates of formal secondary and 
post-secondary occupational programs relative to projected industry 
hiring requirements in specific occupations and professions. 
Projections arrived at in this manner tend to ignore the r6le of 
the work place training system in providing for job related skills. 
Employers tend to take the closest available approximation to the 
skill they want: and train it into the skill they need. This is 
even true among the most highly skilled professions. In 1979, for 
instance, most new engineering jobs were not filled by new engi- 
neering graduates, in 1983 fully a third or 33% of those trained 
in professional or specialized occupations said they received some 
or all of the training necessary to qualify for their jobs through 
formal or informal training in the work place. Among technicians 
who received training to qualify for their jobs, a remarkable 54% 
said they received some or all of their qualifying training from 
their employers in the work place. In the remainder of occupa- 
tional categories of the work force, the proportion of employees 
who received some or all of their qualifying training for their 
jobs through work place training was even higher than in 1983. 
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Among employees in other than professional or technical occupa- 
tions, 79% of those who needed training to get their jobs received 
some or all of that training in the vork place as compared with 40% 
who said they received some or all of their training from schools* 



As noted above, the employer's role in retraining is signlfi-* 
cant. The work place is the most sensitive and inonodiate barometer 
of economic change* A full 70% of executives, administrators and 
managers said they received some or all of their retraining on the 
job as compared with 37% of executives and administrators who said 
they received some or all cf their retraining at schools** Axoong 
professionals and technicians, an equivalent proportion of employ- 
ees said they got all or some of their retraining on the job or at 
schools* Of those who received retraining in the remaining occupa- 
tional categories of the work force, 76% said they received all or 
some of their retraining in the work place and 23% said they re- 
ceived some or all of their retraining in schools* 



*Since many trainees responded that some of their training comes 
from both employer and other institutions, there is overlap between 
employer provided and other training* Figures then, will not add 
to 100%* (Source: Bureau of Labor Statistics, 1984) 
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The latter figures likely understate the amount of training 
leveraged through the work place. Workplace training is informal r 
especially OJT^ and of short duration. As a result it is le 
inejDor2ible and survey reipondento are likely to understate the 
amount of training they receive that is directly related to their 
current job. In addition , the above figures only tell us where the 
training takes place. This understates the quantity of employer 
sponsored training that does not take place, in the work setting but 
is initiated and paid for by employers. Employers always have a 
choice as to whether it is most efficient to make or buy the 
training they need. The incentive to buy rather than make training 
is especially strong for imaller employers who do not have suffi- 
cient employees to realize economies of scale necessarj to set up 
their own in-house training staffs or programs. We estimate that 
38% of formalized work place training is paid for by employers but 
bought outside the work place. As the above data would suggest, 
most of the outside training paid for by employers is prof essional i 
management r technical and sales training* Also, as the above data 
would suggest I 64% of th«^ training paid for by employers but 
provided outside the work place is pro»'ided by schools. Another 
14% is bought from the "training industry r" 12% fron professional 
or labor organizations and the rest from government r community 
organizations and private tutors* 
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size and Scope of Training 

Overall spending for training by employers Is sizeable* 
Bnployers nay ipend as much as $30 billion per anmua on formal 
training alone emd an estimated additional $180 billion per year on 
Informal Total spending for formal and Informal employer- 

based training adds to roughly $210 billion. This compares with an 
annual expenditure of $133 billion for public and private elemen- 
tary and secondary education and roughly $95 billion for public and 
private higher education. 

The noit Impressive aspect to employer-based training 1a Its 
direct connection to opportunity and lifetime earnings for Indlvl-* 
duals* Econometric studies have consistently shown that only 15% 
of the variation In Income among Americans can be accounted for by 
formal education. The remaining 85% Is accounted for by learning 
In the work place. Earnings are driven by the ability of working 
teams to learn together In the context of appropriate technology* 
It Is this reality that accounts for the fact that earnings varia- 
tion euBong people with the same education level consistently equals 
the earnings variation In the nation's population at large. In 
more concrete terms , this Is why auto ar.d steel workers were able 
to comtaand salaries so much greater than other Industrial workers 
with e<]ual educational achievement and attalnxc^nt for so long. 
The Dlsadvantaged/Dlslocated 

The Importance of employer-based training Is also evident In 
our experience with training for disadvantaged and dislocated 
workers* Our experience with the training of disadvantaged and 
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dislocated workers has taught a single and straightforward lessont 
TRAINING DOES NOT CREATE JOBS* JOBS CREATE TRAINING. It is access 
to jobs with training and associated career ladders that provides, 
lifetime opportunities and successful career transitions* Job- 
specific training outside the context of a specific job is folly. 
The function of all training outside the context of the job is to 
give individuals sufficient basic intellectual and occupational 
skills 80 that they are job ready or training ready. The evalua- 
tion data on public job training programs is clear on these points* 
Training closest to the job is most successful. Hhere jobs are 
unavailable at the end of the training period and training is not 
targeted on a specific jobr training is no more successful and much 
more expensive than siii^>le job search assistance. 

The American Society for Training and Development members 
believe that the current and future status of employer-based 
training raises important issues t Firsts are we doing enough 
employer-based training? There is substantial evidence to suggest 
that we are underin vesting in work place training* In theory # 
employers are likely under invest because they cannot own human 
capital, guarantee a future stream of investment returns or measure 
investment risks and potential gains effectively* In practice # 
surplus labor markets encourage employers co buy rather than make 
humon capital and to pirate trained personnel away from competitors 
willing to invest in training* 
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Second, how does the current tax system and proposed changes 
affect employer-based training? A recent study by the Congres- 
tional Heoearch Service concludes that "human capital is taxed at 
rates which are as great or perhaps even greater them those applied 
to other investments^ ..it might therefore be socially desirable for 
the government to provide some type of subsidy to employers to 
provide training..." in order to shed further light on tax issues, 
ASTD has contracted a major tax study which will be made available 
to Congress by early fall. 

Third, does the future portend a need for more or lest 
employer-based training? All signs including those mentioned above 
suggest a growing emphasis on human resource development in the 
work place. The pace of economic change seems unrelenting. Demo- 
graphic changes and the absence of inflation suggest unemployment 
rates below six percent in the foreseeable future. Should labor 
markets tighten significantly, employers will have to make, r«ther 
than buy, a much larger share of their skilled employees. More- 
over, should unemployttent rates slip below si:c percent, employers 
vill be drawing their entry level employees from among a population 
vich high concentrations of persons with significemt basic skill 
deficiencies requiring significant human development investments if 
they are to be made ready for training on the job. 

The American Society for Training and Development welcomes 
Representatives Johnson, dinger, and the House Wednesday Groups a 
interest and applaud the foresight demonstrated in the introduction 
of H.R. 1219, the National Training Incentives Act. 
We are generally pleased with the provisions contained in this 
bill. We feel H.R. 26, the Individual Training Account has some 
positive meritsi however, we are concerned that it may become a way 
to shelter income, rather than increase training. will continue 
to work with Congress as legislation develops. 
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Mr. Hayes. Mr. Carey. 

Mr. Carky. Thank you very much, Mr. Chairman. 

My name is Dennis Carey. Thank you for the opportunity to tes- 
tify on H.R. 26 and H.R. 1219. 

I have worked with Dr. Choate of TRW on the TTA concept and 
implemented a similar program while serving as Secretary of 
Labo; to former Governor Dupont of Delaware. 

I have been asked today to specifically address some of the ad- 
ministrative issues involved in linking ITA's to the unemployment 
insurance system. The ITA concept is in many respects complemen- 
tary to H.R. 1219. This bill would permit business to deduct from 
their tax liability 25 percent of training costs above the company's 
average training cost for the last 5 years, allow imemployed work- 
ers to finance retraining with money withdrawn without penalty or 
taxation from their IRA or annuity accounts, and would remove a 
disincentive to retraining by providing that any worker eligible for 
unemployment benefits could not be denied such payment due to 
participation in a t^^aining pn^am. 

The IRA provision alone would draw upon an existing finance 
system which reaches approximately 13 million hoxaseholds. Other 
incentives to invest in training could also be considered. This goes 
back to the point that Mr. Semple made. These include allowing 
debtor unemployment account States* Federal penalty taxes to be 
reduced by a percentage of new State imposed unemployment 
training tax^. This provision would encourage employer participa- 
tion in training accounts among States hardest hit by unemploy- 
ment and where tax rates for employers in those States are already 
very high. 

The rrA concept blends two of the Nation's best experiences in 
training, savings and equity-based systems: The GI bill and the 
IRA. The GI bill system has fared well in terms of administration, 
where over 3 million used the system in 1976 alone in a variety of 
training opportunities; participation rates among those who needed 
assistance, including high rates among disadvant^ed and minority 
populations; and facilitating the adjustment process for our Na- 
tion's displaced veterans, including high rates of placement after 
training. Like the IRA, the ITA is a savings and equity-based 
system. The ITA, as you have heard today, would require equal tax 
deductible constributions fi*om both employers and employees alike 
and, if unused, would be returned at retirement. 

From the standpoint of administration, the ITA could easily be 
tied to the existing unemployment tax structure, thereby establish- 
ing an important link between income support and rea% latment 
assistance. Such linkage was advocated by the 1983 White House 
Conference on Productivity, cochaired by former Secretary of Labor 
John Dunlop and William Seidman. The States of Delaware and 
California have already taken steps in this direction by implement- 
ing a special one-tenth of 1 percent Unemployment Insurance em- 
ployer tax for training. 

Experiences in these States have proved to be successful. Other 
States, such as Illinois, are in the process of setting up an ITA 
system, and three States currently tax both employers and employ- 
ees for unemployment benefits. These examples demonstrate the 
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administrative feasibUity of implementing an ITA system tied di- 
rectly to the Unemployment Insm^ance Sj^m. 

I nave included as part of my formal submission draft legislation 
for implementation of the adnainistrative requirements for an ITA 
system at the State level. This draft was reviewed hy key employ- 
ment security managers at the State level, and their assessment 
reads as follows: 

It would seem the implementation of such a program would par- 
allel a training tax system, specifically, a billing and collection 
system separate or piggy back with the Ul tax, an accounts receiv- 
atble system, and a funds (^tribution system would be required. 
While the initial startup would require a concei*ted effort by State 
agency staff to ensure an efficient and effective system, once oper- 
ational, an ITA program would be easily managed with sufficient 
staff. It is important to recognize that an ITA will result in in- 
creased fiduciaiy responsibilities for employers. The issue of how 
employees workmg for more than one employer would also have to 
be resolved, as well as the issue of who pays the administrative 
costs. 

In addition to examples of quasi-ITA initiatives at the State 
leveU collective bargaining agreements at Ford, General Motors, 
AT&T, and GE have set up special employer or joint employer-em- 
ployee systems financing training and job search programs, with 
some success. 

Reform measures must be guided by the following administrative 
principles: 

No, one is individual choice. Ultimately the workers themselves 
must be given individual choice in the basic decisions made in any 
adjustment program. 

No. two is comprehenisve coverage. The program must cover ev- 
eryone who is displaced. 

No. three is linkage to income support. The program should be 
linked to the UI System so workers have income while experienc- 
ing the readjustment process. 

Early invention— the program should encourage early recogni- 
tion by the dislocated worker of marketable skills and job ijrospects 
to encourage realistic assessments of the workers opportunities and 
job search assistance provided accordingly. 

Assured financing — this will require a new financing mechanism 
that does not require annual appropriations from the Federal, 
State, or local governments. 

Flexibility— because of the uncertainty of structural change, the 
program must be flexible enough to meet the diverse nee<k that 
may arise. 

The improvement of existing systems— the Employment Service 
and offices of labor market information must be given improved 
technology and a clearer mandate. 

In summary, H.R. 26 and H.R. 1219 incorporate these basic prin- 
ciples and are needed to help deal with structural changes in the 
economy precipitated by rapid technological change, increased pen- 
etration of domestic markets by our global competitors, increased 
investment of foreign capital as a percentage of gross national 
product, and changing consumer preferences. They also have the 
potential of reducing demand on the unemployment insurance 
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system, and other social programs such as food stamps and welfare, 
the Trade Adjustment Act Program, which has ^ntially served 
as an income maintenance vehicle and not an adjustment vehicle, 
and title III of the new Job Training Partnership Act. At the same 
time, these measures can help to increase the productivity of indi- 
vidual firms, thereby strengthening our national competitive posi- 
tion. 

I have provided for the formal record a more elaborate text for 
your review. Thank you. 
[Prepared statement of Dennis Carey follows:] 
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Prkpared Statement or Dennis Carey, Ph.D., The Hay Group, Inc. 



The Individual Trai ning Account ConctPt 



EXgCUTIVg 3UKWARY 



Thank you foe th« opportunity to taatify on H*S* 26, Tha 
National Individual Training Act of 19S5, and H*R* 1219, Tha 
National Training Incantivta Act of 1985* I hava workad with 
Dr» Choata of TRH, Inc. on th% I.T.A. (Individual Training 
Account) concopt and iaplananted a similac program vhila aarving 
at Sacratary of Labor to Govarnor Dupont of Dalavara* Tha I*T*A* 
concapt is# in aany raapacta, coaplimantary to B*R* 1219* This 
bill would pamit butinatt to daduct from thair tax liability, 25% 
of training costs abova tha company's avaraga training coats of 
tha last fiva years, allow unaaployad workars to financa 
ratraining with aonay withdrawn, without panalty or taxation, froB 
thair I*R*A* or annuity accounts, and would raaova a diaincantiva 
to ratraining by nroviding that any worKar aligibla for 
unaaployaant banafits coqld not ba deniad such paymant dua to 
participation in a training program* Tha I*a*A* provision alona 
would draw upon an axisting financa systam which raaches 
approxiaataly 13 million largaly working class houaaholds* Othar 
incantivas to invast in training could alco ba conaidarad* Thaaa 
includa allowing dabtor unamploymant account statas* Fodaral 
panalty taxas to ba raducad by a parcantaga of naw state inposad 
unamploymant training taxas* This provision %rould ancouraga 
esployar participation in training accounts among atatas hardaat 
hit by unamploymant* 

Tha I*T*A* concapt blands two of tha nations bast axpariancas 
in training, savings and aquity syatams — tha OI Bill and tha 
I*R*A* Tha 01 Bill systsM has facad wall in tarms of 
(1) administration — ovar 3 million usad tha systam in 1976 alcna 
in a variaty of training opportunities, (2> patticipa tion catas 
^mona thoaa who naadad asstatanca - including high rataa among 
disfdvantagad and Minority populationa, and (3) facilitating tha 
ad^ustmant Proe«aa for our nattona* displacad VfV^C^nt — 
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includina high cattt of plaetatnt afttc tcaining. Tillct tht 
t*B.A*« th« I*T.A. it a savings and tquity tyatta. Tht 2.T*A. 
vould c«quic« tqual tax daductiblt contcibuttont fcoa both 
oaployact and tmplo^tts, and it unuttd* would bt cttucntd At 
cttictBtnt* 

PtOB tht standpoint ot adainittcation* Tht I*T«A* could oatily 
bt titd to tht txitting untaploysont tax ttcuctuct* thtctbr 
tstablithing «n iapoctant link bttvttn incoat tuppoct and 
c«ad5u8tBtQt attittanc*. Such linkagt vat advocattd by tht 1983 
Whitt Houtt CooCtctnct on Productivity* chaictd by focntc U*S* 
&«ccttacy of Laboc John Dunlop* and Nilliaa Stidiun* Tht 8Ut«8 
of Dtlavart and California havt alctady taken tttpt in this 
dictctlon by impltBtnting a tptcial *1% Untaployaont Intucanct 
taploytc tax foe training* Bxptcitncta in thttt ttatts havt 
provtd to ba tucctttful (t*g*« ttt attachtd Juna 8* I96S 
Nilaington Dtlavact Ntwt Journal paptc acticlt)* Othtc atatas* 
such aa Illinois* aca in tht pcoctas of satting up an X.T*A. 
systta* and thcta slatts cutctntly tax both taploytcs and 
taploytts foe untaployatnt btnttits* Thtst txaaplts dtaonstcatt 
tha adainistcativt ftasibility of iapltatnting an I.T»A* systaa 
titd dictctly to tht UntBploymtnt Insucanct systta* 

t havt includtd as pact of ay focaal subaission draft 
legislation foe iapltatnting tha adainistcativt ctquictatnts foe 
an I*T*A* systta at tha statt Itvtl* This draft was ctvitwed by 
fcty taployatnt sacuclty aanagtcs Sn tho statt of Dtlavact and 
thaic asstssatnt ctads as follova; 



"It vould stta tht iapltatntation of such a pcogcaa vould 
pacalltl tht *1% Training Tax systta vt act nov 
adainisttcing* Sptcif ically, a billing and coll action 
systta (stpacatt oc piggy back vith tha Ui tax)* an 
accounts ctctivablt systta* and a funds distribution 
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•yfm would b« x«qttic«d. Ifhilc tf iaitial stact-up 
would c«qulc« a concftct«d •ffoct by ag«acy staff to 
•n«uc« an •fficiaat and affactiva ayataa. oaca 
opacatioaal, an I.T*A. pcocrcaa would ba aaaily aanagad 
with aufficiaat atafC* it la iapoctaat to cacogaisa ttut 
an Z.T*A. will caault in iaccaaaad fiduciary 
caaponaibilitlaa for aaployara* Tha iaaua of hov 
asployaaa working for aora than ona aaployar would ba 
traatad will hava to ba raaolvad^ aa wall aa tha laaua of 
who paya tha adainiatrativa coata." 



In addition to axaaplaa of quaai-ITA inltiativaa at tha atata 
laval, collactlva bargaining agraaaanta at Ford and GM. AT&T, and 
OB hava sat up spacial aaployar or Joint aaployar-aaployaa 
financad training and Job saarch prograaa for dlaplacad workara* 
In addition* tha Businass Boundtabia of tha U.S.* in a racoaaandad 
policy atataaont datad April 23, 1984. raada in pact that '*tha 
Builntsa Boundtabia aaabershlp viaws tha aaployaant aacurity of 
its wprkforca aa a major corporata objactiva and financing 
altacnativaa for auch a program should include conaidaration of an 
incraasad payroll tax basad on aqual contributions by aaployar a 
and aaployaas"* 

Rafora aaasuras auat ba guidad by tha following adainiatrativa 
principlaa: 

IIIPIVIDUAL CHOlCg Ultiaataly, tha workara thaasalvas aust 
ba givan individual choica in tha basic dadslons aada in any 
adjuataant program. 

COMPRgHgHSIVg COVgRAGB — Tha prograa auat covar avtryona who 
la dlaplacad. 
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LIWKAQB TO IWCOMB SOPPORT Tb« pEograi should b% lirUd to 
th% UZ fytta» to vocktts bav9 iacoM vhiU in training. 

SAfiLX iHTgaVENTioy Tb« program should sncoucajs sarlr 

rscognition by tbs ditlocatad vorksr of Mrltstabl<» skills and Job 



oppottunitlat and Job tsarcb sttistancs ptovldsd sccordingly* 

A$$VBgP yiMAHCIKq _ Thit will rsquire a nsv financing 

aacbsRlsa tbst doas not c«qulr« annual sppropriscions ttom 
Fadstsl« ststa or local govsrnaants* 

PLgXIBILITY — Becatifs of tbs uncsrtaiaty of ttructural 
Changs, tbs program mxMt ba flsxible enough to aeat tbs divsrss 
nssdt tbat aay arifs. 

IHPROVIKQ EXISTTKQ SYSTKMS _ ths Baployntnc Ssrvics and 
officss of labor Mitkst infornation aust ba givsn nscsssary 
rssourcss« nodscnizsd tacbnology, and a clsar aandate* 

H.B* 26 and H.B. 12X9 incorporate tbsss basic principiss and 
ars nssdsd to hslp dsal with structural cbangst in ths sconoay 
prscipitatad* by rapid tacbnological changa, incrsasad psnstration 
of domattic satkatt by our global coapotitors« incrsasad 
invattnant of foreign capital as a percentage oC GNP, and changing 
consumer proferencaa. Tbey also bava tba potantial ot reducing 
denand on tba unemployment insurance systea, and other social 
programs tucb as food staaps and wslfare, the Trade Adjustment Act 
program, and Title 3 of the Job Training Partnarsbip Act. At tbe 
same time, tbesa asa suras can help to incroass cbs productivity of 
individual firas. thsrsby strengtbsning our national coapatitiva 
position. 

A more extensive prepared statement with attachments are 

included fox tba written record. Tbank you. 
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Tht Indlviduil Trilnina Account ConctPt 



Kapld ttchnological change, Incrtatlng p«n«tr«tion of 
dontttlc marUtt by our global compttitort, incrtating ^ 
InuMtwtnt of fortlgn capital at a ptrctntaga of GNP. and 
changing contuwar praftpanctt art rtdaflning tht danand for and 
ttructurt of work In Anerfca* A faw factt highlight thatt 
shifts: • 



Two dacadat ago, 8X of tha U.S aconomy't goodt- 
produclng tactor uat axpottd to foralgn compatltlon 
compared to ouar 70% today. 

Two dacadat ago, trada and foralgn Inutttmant wat 13X 
of tha U.S. GNP compared to ovtr 25% today. 

Two dacadat ago, tha manufacturing tactor produced 29% 
of tha U.S. GNP compared to lett than 25% today. 



Thete thlftt are fueling dtmandt for protectlonlt«, plant 
clotlng legltlatlon, and negotiated employment tecurlty 
guaranteet by uorkert caught In the tqueeze of a rapidly 
thlftlng economy. The cott Impact of thete pretturet are 
Incalculable In lott flexibility, competltlvenett^ 
productlulty, and higher prlcet for goodt and terulcet. f^t the 
tame tine, Inuettnentt in meaningful readjuttment attlttance 
are Increatlng. In a recent turuey, 10% of collective 
bargaining agreementt In the United Statet Included clautet 
dealing with the dltplacement of 'Mjorkert by technology^ with 
approxinately 35% prouidlng retraining. More companlet are 
alto attablithing Voluntary Notice progrant, Critit Centert for 
workers facing unemployment. Career Attlttance Centert to help 
employeet and their familiet through the job-lott period, and 
Employee Ownerthip Plant to help keep companlet eliue. 

For thote already unemployed, tent of billiont of dollart 
per year are poured into unemployment Inturanca paymentt 
financed through employer payroll taxet. The tyttem, 
ettablithed under the Social Security Act of 1935, hat 
retponded brilliantly in cuthioning lott of income during 
temporary upt and downt of the butinett cycle, but poorly in 
dealing with ttructural change and facilitating the necettary 
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•djuttntnts. Employtrt art btconlng nort auMirt that tht 
dtwtlopmint of hunan capital 1« thalr moit powtrful compatltlwe 
uiaapon. Thlt parcaptlon neadt to ba trantlatad Into affactlua 
policy that ancouragat training and raadjuttmant not only for 
thota at rltk, but alto for thott out of \aork, 

Pat Choata, Sanlor Policy flnalytt of TRW, Inc., rtctntly 
obtervtd that contlnutd untmploymtnt of dltplacad workart 
craatat high cottt to tht tconomy in ternt of tht dlrolnlthtd 
compttltlutntii of Indluldual flrsit, rtductd Grott National 
Product bacauta of lott production, Incraatad damandt on tha 
Unawploywtnt inturanCa Syttam, and a graatar rtllanca on social 
programs tuch at walfara and food ttanpt. MoraoMar, tha high 
partonal cottt to tha affactod workart and thalr famlllat ara 
Incalculabla. In axplorlng thatt toplct, wa addrittt tht 
qutttlont of how many dltplacad workart thtrt art, and what It 
balng dona to halp thaw; and than offar guldallnat for creating 
new affortt. Including ttrataglat for ratoollng tha 
Unonploymtnt inturanca Syttam. 

HOW HWY PISPLftCED WORK ERS ARE THERE AMD HHftT 13 BEING DOME TO 
HELP THEM? 

Ettlmatat on thf numbar.of dltplacad workart range from 
100,000 to outr thrtt million. Tht probltn 1$ ont of 
dtflnltion, tht llmlttd rtttarch that hat bttn dont, and the 
difficulty of tracking a labor force In trantltlon. The CBO 
recently tttlmattd that thtrt were 435,000 to 515,000 displaced 
workers. Perhapt the mott comprehentlua ettlmate It a Nouember 
198* ttudy by the Bureau of Labor Statlttlct. It concludtd 
that roughly 5.1 millions txptrltnctd worktrt (at Itatt thrat 
yeart tenure) lott their jobt betwean 1979 and 1904 bacauta of 
plant shutdownt and ttaff cutt. The ttudy alto reuealed th t 
of thlt number, 3.1 million had found new work by January 1984 
and two million were still unemployed or had dropped out of tha 
labor market. 
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A study rtl«Bitd in 1985 by th« Northtast-^idutst 
Congrttsional .oalition alto found that tht nunbtr of long term 
unonploytd (thott out of work nor« than tlx nonthi) was 33% 
highar in Junt 1964> than April I9t0, and th« av«rag« Itngth of 
unMploymant rota fron 11.3 utttki to 18.6 itf«tki in tht tamt 
ptriod. It it cltar that dttpitt tont ditsgrttmtnt on tht 
numbtrs of ditplac«d worktrt« tht probltn it tignif leant and 
cottly to tht tconomy. 

Sinct tht Grtat Otprtttion« tht Ftdtral govornin«nt hat 
fundtd a varitty of counttling« retraining* and incomt 
Rainttnanc* programt to attist displaced u)orktrt. TUitnty-tuio 
Fedtral grant-in-aid prograns« most of thtm cr««ttd during th« 
iBtt tuo d«cadtt« art d«tign«d tpticifically to sttist ctrtain 
induttritt in hard-hit artat or thott afftcttd by imports. 
Exampltt includ* tht Tradt Adjuttmtnt Act« and programt to 
attitt ptrtont from tht Rtdwood National Park in California, to 
tha railroadt in tha Northtott. 

In 1962, Congratt patttd tht Job Training Partnarthip Act« 
which includtd a taparata Titlt III for displacad worktrt. 
Eligibility for fundt« unlika tha programs that practdtd it« it 
not limittd to a particular industry condition or location. 
Rathtr« any luorktr uho had ractivad notica of layoff would bt 
tligiblt if it appaarad liktly that ha would not raturn to 
work. Statts uitrt rtquirtd to match tht Fadtral contribution 
and wtrt tncouragtd to prouido ratraining to racipiants by 
allowing stattt to count uorktrs untmploymant btntfits ractiutd 
whilt in training for up to BOX of tha match. Unfortunattly « 
it has bttn tstimated that tht $223 million allocattd for FY* 04 
it adtquatt to strut only 4% of thosa tligiblt for its 
sarvicas. Thtrt has also baan criticisa fron ctrtain sactort 
that struicts should bt available btfort notica of layoff is 
giutn, and not aftar tha fact. 
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In tht prluatt t«ctor« joint Ran«9«n«nh-I«bor lnltlatiu«t 
h«u« rtcognlztd tht litportanct of tarly lnt«ru«ntlon 
ttrattgltf • Tht 1982 agrttmtntt with Ford and GH prouldtd that 
•ach company attabllth a iDorkar ra-adjuttmant fund, 
accumulating at flua cantt an hour for countallng« job-taarch 
attlttanca, ratralnlng and partonal dautlopmant programs for 
thota ttlll working* Undar tha 1983 contract batuiaan tha 
Communlcatlont Workart and Am, amployar-flnancad training 
opportunltlas and ralocatlon attlttanca will ba auallabla to 
iDorkart aff^ctad by tachnologlcal changa* A racantly 
nogotlattd agratmant at Canaral Elactrlc alto provldat tpaclal 
asslstanca to dltplacad uorkars. 

Othar agraamantt mora powerfully raflact tha faar amployaat 
haua for lotlng tholr jobt. Pratturat for no-layoff 
proultiont, no plant clotlngt, and no raducad hours ara 
Incraatlng. Examplat Includa tha Intarnatlonal Brotharhood of 
Taaattars and National Matter Fralght; Unltad Food and 
Commarclal Workers and Armour, Wilton & Hornall; Unltad 
Staalworkart and Tlmkln; and Antalgamatad Clothing and Taxtllo 
Workart and Xarox. In toma casat, pay, cott of living 
adjuttmantt and banafltt wara frozan or rattrainad in raturn 
for guarantaad amploymant or aduanca notlca of futura plant 
clotingt. Tha Unltad StaalbK>rkart/Tlffkin agraamant, for 
axamplt, attabllthad an 11 yaar moratorium on ttrlkat in tha 
Canton, Ohio plant in axchanga for a promlta not to build a 
plant in tha South. 

Such guarantaat haua not atcapad crlticitn from butinatt 
axacutluat who argua p«»rtuatlu9ly that amploymant tacurity 
proultlont can ba cottly and auan dangorout. Alaxandar B« 
Trowbrldga, Pratldant of tha National Attoclation of 
Manufacturart, for axampla, hat tald that *'guarantaad jobt can 
maan anormout cottt, raducad flaxlblllty in iMnagamant and 
inuattmant daclilont, and raducad fundt auallabla for 
tachnologlcal modlflcatlont to Incraata productivity." Thit 
uiaui diffart tharply with a racant national policy ttudy by tha 
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Work In Antrlca Institute which tuggtttt that "•nploymtnt 
stcurlty** should b« adopted At corporate ttrattgy btcautt 
IncrtMtlng ttcurlty can ttrvt to Inprovt th« tconomlc 
parforMinc* of tht company and ttrangth«n the loyalty of Its 
workforct." 

At tht dtbatt on tmploymtnt ttcurlty provltlont contlnutt« 
rtlattd political prttturt for prottctlonltM at tht national 
Itvtl and plant clotlng Itgltlatlon In tht ttattt Inttntlfltt. 
DttUMtn 1980-62 nort than 20 ttatt Itgltlaturtt dtbattd tomt 
fom of plant doting Itgltlatlon. Eltvtn ttattt have tnacttd 
lauit« and two '(Halnt and Hltcontln) havt mandatory 
prtnotlflcatlon clauttt that Impott financial tanctlont on 
companltt uho fall to comply. Tht procttt of adjuttmtnt In a 
changing tconomy uiill not bt taty« and will Includt contlnutd 
prttturt to rtgulatt tht markttplact In a uarltty of uiayt. 
Howtutr« what It nttdtd art poUcltt and programt that 
tncouragt Inutttntnt In training, rttralnlng« and rtadjuttmtnt 
attlttanct to addrttt tht longtr ttrn Ittut — how to rtmaln 
globally compttltlvt and tconomlcally ulablt at a nation. 

Guidtlintt For An Efftctivt DltPlaod Worktr Progrftw^ 

If tht nation*! dltplactd worktrt art to bt attltttd In 
making tht trantltlont thty fact« ttvtral actlont art 
rtqulrtd. Tht mott Important of thott It to prtvtnt ijorktr 
dltplactmtnt In tht flrtt plact. But If that It to bt« thon 
tmploytrt mutt bt tncouragtd to Invttt mort In tht training of 
thtlr worktrt — to kaap thtlr tklllt abrtatt with tht changing 
dtmandt of thtlr work. Tht Amtrlcan Socltty for Training and 
Dtutlopmtnt tttlmattt that $15-30 billion ptr ytar It tptnt by 
employtrt to train thtlr labor forct. Thlc flgupt It 
Indlcatlut of tht high priority attachtd to training by tht * 
tmploytr community, but mort nttdt to bt dont. 

Additional Inctntlutt art rtqulrtd to tncouragt a grtattr 
commltmtnt to job rtlattd training. Tht 1983 Hhltt Houst 
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Conf«r«nc« on P'-:ductlulty r«coRmndtd •djuttlng tht Ftdtral 
tax cod* In ordw- to put training inu*ttm«ntt on an tqual 
footing with capital « and tncouraging ttnior xianagtRtnt to 
incraata tht visibility and status of training in both tht 
fir«*s planning and lint optration. By tncouraging nort 
training by tmploytrs, much worktr di$plact»tnfc can bt 
prtutnttd« but not all. 

As a constqutnct of rapid tconovic changt, millions of 
additional worktrs uiill bt displactd in tht ytars ahtad. If 
thty art to bt rt-twploytd tfficitntly, rtforns in tht nation's 
training policits art rtquirtd. soat of thtst rtfor»s inuolvt 
koaklng txisting prograns bttttr. Othtrs incluHt ntui policits 
and firancing Mtchanisas to facilitatt workforce adjustnents. 

Thtst rtforns nttd not bt suidt all at onct, but can be 
undt/taktn indiuidually , as tint and circunstancts ptrnit. To 
tnsurt that individual rtforns ur^ll tutntually fit into an 
ordtrtd wholt, hotututr, it is ntctssary to dtfint tom% basic 
principles that should guidt both tht rtform of txi^^ting 
programs and tht crtation of neui onts: 

1. Individual Choica 

Ultimattly. tht displactd tuorktrs th«»stlvts btar tht major 
costs associattd udth structural untmploymtnt and haut tht 
most to gain from thtir own rt-t«ploy»tnt. Thus, to tht 
full txttnt possibly, thtst ijorktrs must bo giutn 
indiuidual choict in tht basic dtcisions madt in any 
adjustmtnt assistance program. . , 

2^ CjmprthtnslMt Couaraaa 

Btcauwt tht incidtnct and timing of structural untnploymtnt 
ara difficult to prtdict — pottntially afftcfcing anyont/ 
anyuhtrt — any program to assist displactd uMrktrs musl 
coutr ti^ryont who is displactd. 
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3. Unkaqo of Dltp^«fd MorkT ftttl»tfcnca to Incow Support 
Any ntui ditplactd fa)ork«r astistanct program should bt 
linktd to tha Una nploymont Inuuranca Systan to uiorkart hava 
incoma whila thay ara in training. 



4. Early Intaruantion 

Und^r axisting ('itplacad uK}rkar programs, too long a pariod 
it parmittad to alapta bafora action it takan* This tlouit 
tha procassas of uorkar adjustment and raisas tha costs, to 
both businass and gouarnmant, of oparating tha UI system* 
Earliar intaruantion is urgently required* Programs fhould 
encourage early recognition by the dislocated urarker of 
marketable skills and job prospects to oncourage realistic 
assasnents of . the worker's opportunities, and job search 
assistance provided accordingly* 

5. fttsurtd financin g 

If conprehensiue coverage and early interventions are to 
become a reality, assured financing is needed. This will 
require a new financing mechanism that does not depend on 
annual appropriations from the federal, state or local 
governments . 

6. Flexibility 

Because of the uncertainty of structure:! change, any 
displaced worker adjustment assistance system must be 
flexible enough to meet the diverse needs that aiay arise* 

7* Improve Existing Systems 

Many of the elements of an effective comprehensive 
displaced worker program — such as the Employment Service 
and offices of Labor Market information — already exist* 
Their programs such as Job referral services and counseling 
systeas must be given necessary resources, modernized 
technology and a clear mandate* 
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Rtformi In current programs udll «ub«t«ntl#lly •nhanct th« 
quality and tff«ctiu«n«tf of th« nation* $ displactd luorktr 
attittanc« afforts. Evan aftar existing tyttams ar« Iwprovad, 
howavar, tha linchpin of a comprahsnalwa ditplacad uiorkar 
attistanca progran will hsva yat to be put In placa namaly, 
a nam machanlsm that can affactlvaly guarantee tha avellablllty 
of retraining and relocation assistance for the millions of 
workers whose jobs ulll be abolished in the years ahead. 

The costs of retraining will be high but not prohibitive. 
Moreover, not all workers will need or want retreining or to 
relocete. Simply put, no one knows how many will want or need 
retreining — only thet many will. Thus, e flexible approach 
is required. 

He-Emplov nent Stri^eoiat 

There are a number ways to provide for a comprehensiue and 
flexible displec* d worker assistance system, including direct 
federel or state funding; the use of some part of Unemployment 
Insurence entitlements for retraining; or the creetion of 
Individual Training Accounts (ITA). 

Pat Choate of TRH, Inc., in recent testimony to the Joint 
Economic Committee of the U.S. described the ITA concept es a 
flexible, sinple-to-administer, self-finencing system designed 
to speed the re-enployment of displeced workers by providing 
funds for retraining and, if necessary, relocation as well. 
Because it is self-financing, the ITA would not edd to the 
already seuere financial pressures on the UI system; nor would 
it depend on annual grant-in-aid appropriations from the 
Congress, it would require that both emp^loyers end employees 
make contributions, to the immediate tax advantage of both 
parties. Workers could draw down from the eccount when they 
needed retraining. If it was not needed, the worker could drew 
it down upon retirement, similer to an IRA. Mhile the ITA has 
been proposed es a federel initietive, individual states could 
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hau« th«lr own programt. particularly if fadtrel incoma tax law 
uiare changad to troat ITAt similarly to IRAt. furthar. the 
Unamploymant Inturanca payroll tax could ba used to collect 
employer and employee contributions. 

Choate. who developed the ITA concept, hat pointed out that 
the ITA blendt two of the nation's bett experiences in training 
and savings the voucher-based national retraining program, 
the G.I. Bill, and the savings- and equity-based system# the 
Individual Retirement Account. However, opponents argue that 
it will draw huge sums of money out of the economy and if set 
up as a voluntary system, will not attract those who can't 
afford it and need it the most — displaced workers and their 
financially troubled employers. 

Anothf/r approach is to modify the unemployment insurance 
system tj link income maintenance support to readjustmnt and 
retraining. A massive system ($30 billion was spent in 1982) 
fin»r.ced almost entirely through taxes on employers, it has 
performad brilliantly in dealing with cyclical change, yet has 
done next to nothing to facilitate unemployed worker adjustment 
through retraining, relocation, and b^nic education. It is 
shocking that, at last count, only one-quarter of 1 percent of 
UI claimants are being retrained. Between 1976-1901. e.g.. 
approximately $10 billion *mis spent on extending unemployment 
insurance beyond the normal entitlement period. Yet only $53 
million, or 1/2 of 1 percent of the total was spent on 
retraining and readjustment assistance. This compares with a 
12 percent commitment of funds to re-employment through the 
unemployment system among the nations in the European Community 
with a high of 23.5 percent in Germany.lt is ironic that in a 
country with a strong work ethic, most of the money we spend to 
help the unemployed is simply to maintain their income. The * 
unemployment insurance system needs re-tooling. 
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Slnct tht 1930$, tht Untmploymtnt Infur«nc« Sytttn hat bttn 
• first line of dtftntt for tht lndluldu«l ard tht tconooy, 
helping to m«lnt«ln Incont and tttentlAl «xpondlturtt and 
previntlng • downward spiral brought on by mattlut cut« in 
coniuntr spending." At all timet. It pernltt worktrt with 
MrktUbl* skllli with tht opportunity to tttrch for work at 
thtlr highest earnlngt Ituel; finding • job at the hlghttt 
skill leutl Is good for the Individual and tht economy. 
Howtutr, wt heue large numbert of UI clalmantt whott protpectt 
for rt-tmploynent art ttynltd by obsolttt tklllt or Inadequate 
basic tducatlon. 

It has bttn historically trut thet In a^l stattt a person 
had to bt "able and available** for work In order to bt tllglble 
for UI. In tht majority of statas. It Is also ntctssary to "bt 
actlutly staking work." This has mtant In tht past that a 
person who dtddtd that going to school to Itarn a ntw skill 
was ntcessary for rt-tmploymtnt would bt denied such btntflts; 
such a parson was not available for work, and not actlutly 
seeking work fro» day to day. in Itglelatlon passed by 
Congrtss In 1970, propostd by thtn Stcrttary of Labor Gtorgt 
Shultz, statts utre prohlblttd from dtnylng bentflts to worktrs 
tnrolltd In training "with the approval of tht state agtncy." 
Secrttary of Labor Wlllard Hlrtz had aduocattd similar measures 
tarlltr. 

Untmployratnt Insuranct Is, howeutr. admlnlstjrtd by tht 
statts and not by Washington. The sttmlngly clear change in a 
ftderal law can mtan little without a rtal dtslrt to glut It 
ntanlng In the offlct of a Goutrnor or state Secrttary of 
Labor. Wt know of ont statt that dtnles benefits to anyone 
tnrollcrd In school full- tlmt; no one it approutd to tnttr 
.training. On tht othor hand, a few statts haut programs to * 
actlutly tncouragt claimants who netd training to tnroll In 
It. Most statts art llktly to bt sonowhtre In batwttn; they 
comply with tht ftdtral law, proulde soma flnt print In their 
materials about this right, but leaut it tntlrely to the 
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cl«ifR«nt to tttk to ttkt advantage of it. Tht agancy 
adminittaring unamploymant inturanca it not a training agancy; 
tharafora, it will raquira actiua intaruantion and tha 

involvamant of tha butinatt community if this nau) opaning in 4k 
tha UZ law ia to ba used and daualopad to bolttar tha skills of 
ganuinaly dislocatad workars. Priuata industry councils and 
Stata Chambars of Coimnarca naad to focus on thasa isauas to 
bring change at tha stata laval. 

Thara is soma prospact of agraamant on k battar fit betwaan 
UI and retraining among employers and unions. A National 
labor-management Committee on Displaced Workars, chaired by 
former Governor Pierre 5. duPont lU, then Chairman of the 
National Governors Association Task Force on Employment 
Security, recommended the following in January of 1983: 

The Committee recommends that all states review the 
opportunities available under existing federal and state 
unemployment insurance laws under which persons drawing 
unemployment benefits can enroll in approved training 
withop*- losing their benefits. Hhen displaced workers 
Mvuld c>.nerwise exhaust benefits without becoming 
re-em^^>loyed, unemployment insurance costs may be reduced at 
the same time that uorkera are helped to adjust to economic 
change, under careful administrative arrangements. 

The first question asked in any discussion of retraining 
dislocated workers is: retraining for what ? The involvement 
of the Private Industry Council is critical In identifying 
demand occupations, and appropriate training opportunities. 
This is done in Delaware, along with the development of a 
projections s^fstem, in cooperation with the University of 
Delaware. The validity of the judgments made is to be found in 
tha results; in Delaware, 80 percent of those trained are 
placed in jobs. 



The new Job Training Partnership Act mandates that the 
states continue to pay benefits to claimants who enroll in 
JTPA training. However, the funds available for retraining 
dislocated workers under JTPA are quite limited. 
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Whllt tht Delauwrt progran r»fcrt to training opportunltlts 
purchattd by tha «t«t«. Mrly Interyantlon through tht UI 
•yttan can go btyond thlt. Tht audit ttgment of tht tducatlon 
tnttrprlft hat bttn growing rapidly at community colltget mout 
incrtatlngly to ttrvlng adultt, «nd at hlghtr tducatlon 
Inttltutlont dtutlop ntui ^'non-tradltlonal** programt for adult 
ttudtntt not htretofort ttrutd. But thtta opportunltlat. often 
with nodttt tuition fttt, art tpread throughout largt 
Rttropolltan artat, and dltplactd itorktrt may not connact with 
thtm without attlttanct. UI clalmantt oiho nttd rttralnlng nttd 
attlttanct in drawing on thttt community Inttltutlont, if thty 
cannot gtt frtt training from a ttate/ftderal program undtr the 
Job Training Partnership Act. If tht gtt htlp early , whila 
thty ttill haut tome tauingt and UI to Ilye on. a tlgnlflciint 
number can meet their own needt for new tklllt. Such 
"educational adyitement" or ••educational brokering** terylcat 
haua been doyeloped in many placet oyer the latt decade; New 
York State, a.g., it operating teyen centert utlng educational 
fundt appropriated by the ttate legislature. The ijey element 
it bringing thete teryicet to bear early on in the cate of 
workert ditlocated from their jjbt. 

Paving for Re^Emplov ment Stratea^et 

In 1983, the Human Retourcet report of the White House 
Conference on Productiyity, reflecting the views of a 
conference co-chaired by John Dunlop and William Seidman 
concluded: ''It would be dotirable to ute in some meature the 
Unemployment Inturance Trutt to attist training and 
retraining." Linkage between UI and retraining hat had 
bipartitan tupport at the federal leyel and hat been adyocated 
by the Butinett Roundtable of the United Statet. The 
Roundtable*t recommended policy ttatement of April. 23. 19U ' 
readt, in part: 



"Both the public and priyate sectort there the 
retpontibility for alleyiating the teyere tocial and 
economic cottt of worker ditplacement. We are recommending 
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a strong private rolt «tnd a n»w conprth^niiu* gouernntnt 
•ffort which togtUitr udll dtmonitrfttt tht firm conmitmtnt 
to Jobs for Auirlcan worktri raqulrtd of a compttltlua and 
conctrnad tociaty. Tha Bufinaa i Roundtabla racognizts that 
tha prluata tactor mutt naka m coRMoitRant to tha amploymant 
tacurlty of Its work forca. Thli should bagln with affortt 
to fully utiliza axifting anployaaa to maat changing 
damandt of tha aconony and continua with support of public 
prograias uihan the anployar can no longar prouida urark. Tha - 
Businass Koundtabla nambarship uiauii tha anploynant 
•acurity of i^t work forca at a major corporate objactlva 
and financing trnatiuas for such a program should 
include consiv .ion of an increased payroll tax bated on 
equal contri'^ ns by employari and employees." 

This racoimnondation could be implemented through the ITA 
approach or could be linked to the unemployment insurance 
syaten. While sons have talked in terms of ''using UI payroll 
taxes to pay for retraining,** this is not possible in a literal 
sense, at least under existing federal and state law. Taxes 
collected under UI law must be used for UI benefits. But it is 
certainly possible to use the UI tax collection system to 
collect an earmarked training tax to prouida funds for 
retraining and other readjustment strategies. The nechanisro is 
there in the form of a payroll tax on employers. Whether it is 
desireable to do this depends on the priority assigned to 
retraining by the state and the benefits recognized by the 
employers uho haue to pay the tax. 

Tha reaction of a state to the use of the UI tax collection 
system to collect a neiu tax for training will also depend on 
whether its UI system has a surplus or is in debt to the 
federal government. Given a desire to invest in retraining, 
there are two different ways to approach the use of the UI 
system for taxing that will minimize the effect on employers 
and at the same time secure funds for retraining. In states 
with a surplus, tha UI tax can be lowered more than the amount 
of the new training tax, thus providing employers with a net 
tax reduction. In debtor states, where a federal payroll tax 
is in affect to force repayment of loans made to tha state, a 
training tax can be levied when the loan is paid, in an amount 
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than th« tptcial tax tmployars haua baan paying bacausa of 
tha loan, thus alto ratultlng In a nat tax raductlon. In 1984. 
twanty ttatat uiera In dabt to tha fadaral gouarnment. 
California 1$ an axampla of a ttata with a tupplua, Oalawara of 
a dabtor ttata. 

In California, uhara thara luat a UI fund surplus of $2.7 
billion in 1982, taxas on ^'potltlua ratarua" amployart* 
payrolls wara raducad at tha tamt tlma that a ntw aqulualant 
.1% tax for training ylaldlng $SS million ui«t Inpotad. About 
two Rllllon workart wara allglbla in 1982 under tha daflnltlon 
that workart would bacoma allglbla If thay wara UI clalmantt, 
likely to bacoma claimants or baneflt axhauttaat. Training 
doas not bagln until amployart «graa to participate and hira 
prograw complatart. Tha fundt ara admlnlt tared by the 
California Enploynant and Training Panel. Delaware, a debtor 
state, recently paid off itt federal debt, leading to a .6 
percent employer federal penalty tax reduction. Employers In 
Delaware accepted a proposal that a .1 percent tax be retained 
to be used for school-to-work transitions. Industrial training, 
and dislocated ux>rker programs, resulting in a .5 percent tax 
reduction. This proulded for a 32 percent Increase In training 
dollars auallable for prluate induetry council use under the 
Job Training Partnership Act. The unemployment Insurance tax 
could also serue as the principal funding uehlcle for an 
Indiuldual Training Account concept, which requires employer 
and employee contributions. Three states currently Impose an 
unemployment payroll tax on both employers and employees for 
income maintenance. Tha rest. Including our two examples, tax 
amployers only. 

In launching programs similar to what Is now being done in 
Delaware and California, the cost to employers In terns of the 
use of regul'i^r UI funds goes up In the short run only if people 
referred to training draw UI benefits for aiore weeks than if 
they ware not referred to training. Workers who are truly 
dislocated will not find •suitable" work before they exhaust 
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thtir b«ntfltt* HouMutr^ th« purpott of cartful tcrttnlng at 
th« outset In ttltcting uiorkmrt to bt rttrain^d it to tort out 
thott who n«td retraining fron thott uho art job-rtady with 
thtir txitting tkillt* Caroful t«Itction it tht kty to 
avoiding an incr«att in tht duration of tht rtctipt of UI 
btntfltt . Tht California Btnofitt Program Stcond Annual Report 
to tht Itgitlaturt, houmutr, found that participation of 
untmployad workart in training whilt thty rtctiut UI tetmt to 
incrtata tha duration of btnafitt and thut incrtattt total UI 
cottt. Howautr, tht program analysis did not consider tht 
potential return to tht uforker and tht tconony that training 
provides through futurt earnings pottntial, productiuity, and 
career aduanctment. In the long run, it sttms rtasr jable to 
suppose, given quality training for occupations uhtre thtrt art 
job optnings, that UI funds could bt sautd* As mors uorktrs 
are giuan skills that fit changing tmployer nttds, thtrt should 
bt a rtduction in tht frequtncy and Itngth of untmploymtnt* 
Thtrt is no txperitnct, houituer, that would tnable tstimates to 
bt made of tht net costs outr a ptriod of^ say« ttn years. In 
DtlahMre and California, tnploytrs obuiously btlitut that tht 
inuestnent Is worth tht imposition of an tarmarktd training tax 
and, in tht case of Delaware, thtrt is complttt support for the 
prtstnt program of early idtntifi cation of UI claimants who may 
need retraining* Ed Jtfftrson, Chairman of tht OuPont 
Corporation, and Alexandtr Giacco, Chairman of Htrcults Inc., 
recently rtf erred to this tax mtchaniss) as **crtatiue, ** and 
worthy of support. A rtctnt Northtast-Midwtst Congrtssional 
report concludtd that tht Federal goutrnmtnt should do mors in 
combining UI and training, and that tht Dtpartmtnt of Labor 
should adopt a consistent policy prouiding this activity. 

The approaches dtscribtd above are modtst in terms of cost 
and art offertd as rtasonable step^ to those who agree that it 
is in tht inttrest of uorktrs, tiiployers. and tht tconomy as a 
whole to rttrain that portion of dislocattd to)orktrs who will 
not bt rt-tmploytd without it. 
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If w« wtrt lUrtlng from scratch In dtallng with 
untmployntnt^ ttructural changt, and dltlocatlon, logic might 
UMlI tuggatt qultt difftrtnt approachtt. But m are not. 
Unanployntnt Inturanct It wall attabllthad and uldaly accaptad, 
although thara ara obvious ditagraaieantt on tha datallt. The 
Employwant Service it alto well established and has the key 
assignment of getting UI clai»ants back to work. The 
vocational education systen has long had experience in 
retraining adults. Cownunity colleges are beconinggadult 
education and training institutions as u^ii as youth 
institutions. He May well need to create new programs for 
retraining dislocated workers, but we need to start now by 
getting the most out of tho institutions we have and for which 
many billione of dollars are being invested each year. The 
institutions need to adjust and develop an articulation 
strategy geared to helping workers adapt to a changing global 
economy, ond therefore advance the competitive edge of 
Amtrica's workforce. 

conclusion 

Millions of displaced American workers are in urgent need 
of accurate Job information, retraining opportunities and 
relocation assistance. The need for assistance is likely to 
increase as for>ign competition, technological change, and 
shifting consumer preferences continue to alter demand for and 
the content of work. 

If this challeng* is to be affectively addressed, business 
leaders can assist by: 

• Working active".' with private industry councils and 

governors tc en.jre that barriers to training in state 
UI systems are reduced or eliminated; 
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♦ ExAinining •xitting •mploymtnt ttrvict «nd labor murktt 
inform«tion programs to •nturt that thtir t«x dollars 
coBxnittftd through tht Ftdtral Unsmploymtnt Tax Act ara 
baing tpant afficiantly; 



• Working uith ttata governmant laadart to axanina tha 

affactiuanast of currant ditplactd loorkar programs; and 



a axamlnlng ways to financa training through joint 

amployar - enployaa funding and link this activity to 
a comprahantiua rauiau) of tha ttata *t untmploymant tax 
ttructura. 

Effactiua adjuttmtnt ttratagias ara good not only for 
displaced UK>rkort and thair familiat* but for amployart who 
continua to faca amployea prattura through collactiua 
bargaining, gouarnmantt uho faca prastura for plant closing 
legislation and protectionist maasuras* and tha economy at 
larga, uhich shoulders the cost in terms of lost Gross National 
Product* lost productivity* and flexibility* higher costs for 
good and services, and accelerating social costs for 
unenployment insurance, welfcre. and food stamps. Readjustment 
strategie linked to the unemployment insurance systen can help 
reduce these pressures whila at the same time recognizing that 
the economic rules of the game have changed forever. 
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Attachment 1 



BILL NO* 



AN ACT TO AKEND TITLE X9, DEUWARE CODE, TO ESTABUSH IHE DELAWARE 
INDIVIDUAL HIAINING ACCOONT ACT OP X98A TO PROVIDB INCENTIVES TO 
EMPLOVERS AND EMPLOYEES TO INVEST IN A SYSTEM OP INDIVIDUAL TRAIN- 
ING ACCOCNTS TO BE USED TO DEFRAY THE COSTS OF TRAINING INVOLUNTARILY 
UNEMPLOYED WOIKERS- 

BE IT ENACTED BT THE GENERAL ASSEMBLY OP IBS STATE OP DELAWARE 
(thrte^flfthi of all the m«ab«ra tXtcttd to t«ch Houat cfatrtof 
coacurrlag thtreln); 

Stctlon !• ADtnd lubaectlon (•) of Stctloa 3X66 of TltXt 

X9» DdXavarft Codt, by addlas « otw paragraph (5) thtrtto to rttd 

at foXXovs: 

**(5) AXX moalti coXXecUd pu];iuaat to Stctlon 3502 of 
this TltXe." 

Section 2* Anted lubttcdon (c) of Stctlon 3X66 of TltXt X9, 
Deltvartt Codt» by adding a ntw paragraph (7) thtrtto to read as 
foXXova: 

"(7) The payisent of the coata of a progrta to counsel* 
retrain and place Involuntarily unemployed vorkera Into 
gainful eapXoymant* and the oaycMnt of the adalnlati-atlvt 
coats of such a program » aha XX be froo scnlc < coXXttct#d 
pursuant to Section 3502 of thla TltXe." 

Section 3* Amend TltXe X9» DeXavara Code» by adding thereto 
a new Chapter 35 to read aa follows: 
"CHAPTER 35. INDIVIDUAL TRAINING ACCOUNTS 



I 350X Establishment of Individual Training Accounts 



There la hereby eetabXlshed the Individual Training 



Account Program vhlch shall provide that equal 
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coQtributlont from employers ind employees thill be uted 
to iccuaulate funds to ttt up Job crAlalng tccounts to 
attltt vorkert 1q moving from obsolete Co demand Jobi, 
Each such account thall be limited to a maximum of $4,000. 
An employee may withdraw fundt from the account to pay 
costs for training in the event the employee becotata or 
^la about to become Itivolunatrlly unemployed* 
t 350? !>ft*r!!ilnctloii and Collection of Triioing Fund 
Contributions « 

(a) Employer Contribution. In addition to all other 
money payments to the State due under Title 19, each 
employer liable for aaaesaments under Chapter 33 of Title 
19 shall also be liible for a training fund contribution 
which shall be levied at the rate of eight- tenths of one 
percent (0.8X) per year on total wages payable to each 
employee liited on the Quarterly Payroll Report submitted 
with the Employer's Summary Assessment Report <UC-8). 

(b) Employee Contribution. Employers subject to (a) 
above lAoae employeea' wages are listed on Che Quarterly 
Payroll Report aha II deduct and idthhold from such wage a 
for each payroll period a contribution equal to eight- 
tenth a of one percent (0.8Z) of the total wages payable 
to the employee during that payroll period. 
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(c) MixixBUB Contribution. Contribution! to the Individutl 
Training Account ihall continue until a maximina of $4,000 
per eaployet is retched. Th« Department ihall establish 
fund eccouat controls and notify both employer «nd employees 
vhen that maximum is attained* 

(d) Information Statement for Gsiployee, Every employer 
.required to deduct and withhold contributions under this 

chapter from the vaset or other rcauneratloa of an employee 
shall furnish to each such employee, in re»i>sct to the wages 
or other remuneration paid by such etzq>loyer to nuch employee 
during tha calendar year, on or before January 31 of tha 
succeeding year, or, if his employment ia terminated before 
the close of such calendar year, within 30 days froa the 
date on which the last payment of wages or other renmneratloa 
is made, a written state^icnt, aa prescribed by the Sute 
Department of Labor, showing the amount of wages or other • 
remuneration paid by tha employer to the employee, the 
amount deducted and withheld as contributions and such other 
information as the State Department of Ubor shall prescribe, 
(e) Employers • Ratum and Payment of Bnployer Contribution 
and Contribution Withheld. Every employer required to 
deduct and withhold contributions under this Chapter shall, 
for each calendar quarter, on or before the 15th day of tha 
second oonth following the end of such celender quarter, 
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file a withholdins rttum »• preicribed by tht Departsnftnt 
of Labor and pay over to the Departaent of I««bori the 
contribution at ao required to be deducted and \d.thheld. 
The employer contribution equal to the wldiheld con- 
tribution shall also be paid with this return. 

(f) Employers* Liability for Withheld Contributions. 
Every employer required to deduct and vrlthhold contribu- 
tion under this chapter is made liable for such contri- 
bution. Tor purposes of assesnient and collection, any 

* 

•aoiut required to be withheld and paid over to tht StAte 
Depertxaent of Labor and any additions to contribution, 
penaltiea end interest with respect thereto, shell be 
considered the contribution of the employer • Any amount 
of contribution ectually deducted and withheld unier 
thie chepter shall be held to be a speciel fund in trust 
for the State Department of Labor. Ho employee shell 
heve any right of action egainet his employer in respect 
to eny money deducted end withheld from his weges end 
peid over to the State Depertment of Labor in conplience 
with thie Chapter. 

(g) Intereet on Unpaid Contributions. latere et shell 
eccrut on ell unpeid contributions es prescribed in 
Section 3357 of this Title 19 end shell be col3ectlble 
in the seaie manner. 
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s 3503 DlsburaeiDent of Individual training Account Funds 

(a) All aonlea collected under this Chapter shall be 
deposited in the Special Administration Fund of the Depart- 
ment of Labor and shall be dedicated to the establishment 
and implementation of the Individual training Accoxint pro- 
gram to provide for the counseling > training and placement 

.of Involuntarily unen^loyed vorkers, and to pay the 
adzolniatrative costa of such a program. 

(b) Except for the adzolnistratlve costs incurred by the 
Department of Labor for its participation In the program, 
all monies collected under this Chapter shall in a timely 
uanner after deposit pursuant to s«ibsectlon (a) of thla 
section, be disbursed In accordr.nce vitt\ Department 
regulatlona to the involuntarily unemployed worker seeking 
counseling, training and placement under thlj( program. 

(c) Employers are encouraged to csubllsh training pro- 
grams essential to maintaining a veil- trained 3Ute of 
the art workforce and to consider employeea who become or 
are about to become involuntarily unemployed for partici- 
pation in auch programs ♦ Workers who choosa to take part 
in such employer-sponsored programs may utilise funds 
from their Individual Training Accounts to assist the em- 
ployer in defraying the costs of trjlning* 
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(d) Vorktrt vho havt contrlbuttd to vx XodlvlduAl training 
Account Aod havt funds remaining upon foxuil rttlrtatnt 
from the work forct shall rectlve such £undt upon verifica- 
tion of rttlrtoant sUtus. 

(a) Tha Departaant of labor shall promulgate appropriate 
regulations to izaplasent the provisions of this Chapter." 
Section 4. The General Assembly shall review on or before 
July 1» XSBSf the j)rograii established pursuant to this Act and 
shall decide vfaether it should be continued, oodlfied or ternlneted* 
Appropriate legislation shall be necessary to continue levying* 
after June 30» 1988» couttibution esubllshed by Section 3 of 
this Act. 

Section 5. This Act shall becoeae effective with vages paid 
subsequent to September 30, 1984. 



This Act establishes Individual Training Accounts to be used 
to defray the costs of employee training in the event an employee 
becomes or Is about to becocae involuntarily unemployed. 

Employers and employees would invest equal amounts of money 
into the Accounts until a maximum of $4,000 per employee Is 
reached . 
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10 complete state jobrtrauiing ptogramj 



ffy GUBUTOPHEn PUMJm 

SUtU Ami EolUt law th« Btwt- 
paptr ad ana deddad vorkJof U« 
comttr ta ft 7*£}iv«ii Kort wu 00 
« pUeo&MDwhidttoplaaafuUire. 

Aftar a craih-oottrat lA pradiioo 
- meaattrlojL blatpriat raadlAi aod 
ouUMaaUcs, KoUU bu com from 
cooreciMct stort cMc to hl£!H«cb 
Qudiat oparator*< . 

'It «u vary adttcatlootl for an 
ifldoitriil fialdVuJd HoUli, of 
GrMDWOod. "I waa Uogbt a food 
skill Tbtrtt a chaoca for a future 
aad a lot ol ebaaca for advapct* 
meat" 

HoUia lad niot otbm were fcooored 
Fnday at a 'mJuatioo eerexnoay* at 
Atlantic Indtutrlal Optics Inc., a 
GkoTfetowa mioufacturer of opUcar 
quarts leoaoa for the. medical, aero- 
space aad defaoM induitrles. Qpv. . 



Unliffe federal programs, the one in Delaware 
has no income guidelines and people already 
working can qualify if the training increases 
their skills or potential income level 



• Cattle WifthafttturedfpMktr. ' 

Tbe 10 oew employees war* tba 
riTSt croup to complete trainlaf under 
tba sute'a Blue CoUar Jobi Develop* 
meat Act, wblcb created a |1.S mu- 
Hop Job tratatnf load tbls yaar 
tkm^ a mv|U^l uf^mplpyzDcot- 

Tbe DeUwara Developmeat Off ice; 
which ortaniaed tba AUaotlc iDdut- 
trial profram, got I40O.000 to train 
amployacs for mw aad expaadini bQ-^ 
^lonaes tkrouc^t tba itata. 



' ' Ute profram ii Industry specif- 
ic," said Booay And^tsoo, tbe deve)« 
^'opaant'oftice's aailsunt director for 
' bosioess servictf. Tba people ara< 

; trainad directly to meet tbe ae^^ 

: tbe compaatae. 

Unlike federal prograibs for irali)- 

';.in| lowincom uaempltnred.pe^, 

^ tbe bli»e«(^ UfisUuSn^ aoS 
come guldtliaes, and people already 
ratios can qualify If tbe tralniof 
incressee tbelr job s^ Of P0tttt{al 
bKoma lave^ ,* . * 



A key compobeot is tbatemployeni 
are boood bv contract to ^jre taoaa 
Ybo succeaafttUy complete traio^ni. . • 

About M people are balna trained 
now in>oba for btarvet Inc. in Mills- 
boro, a maker of animsl Yacdnac, 
AndeyioQ said Tbe office is alio look- 
in| into trainiof proframi to meet 
tba employmaot df mj|p(l| of tKe 
ataMbaaks. • 

. Jobn Bocnewell, >7, of Qeone^oyn, 
la anotber of FrkUy% 'creduataa." Be 

« left a job as an aaaan^ly plaat quality 
control tacbQk:lAB Aft* mdmc 
adfoTAw*??*^; r- : «' 

* Tkis fspsrlence Is iavaliable. U 
'for lome reaaoo we didnt decide to 
. auy.. tlM iob skills we learned could 
1» app21ed to any machine sbop,* Bott- 
. nawtU aakl "I 'm not a sopetTiaQr yet, 
it^ tUitf^art rasUyvorkiai 
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Mr. Hayes. Thank you. 

I have a couple of questions that I would like to raise of you, Mr. 
Sample. You endorse, if I understood you correctly, the Johnson 
bill? 

Mr. Semple. Not all aspects of it. 

Mr. Hayes. Well, that part which allows employees to draw on 

their IRAs 

Mr. Semple. Absolutely, yes. 

JAt, Hayes [continuing]. For training under certain conditions. 

J: am sure you have heard the criticism that this bill will only 
b^fit those who are fortunate enough to have IRA accounts es- 
tablished. Other than the JTPA, what kind of assistance do you en- 
vision as being available for those who do not have IRA accounts 
but.Who are in need of retraining assistance? 

"Mr. Semple. I think both of these proposals do not directly deal 
with that target group that lack skuls and need remedial assist- 
ance to find employment. I think these are geared for another pur- 
p^. Both these bills are really directed towards people who nad 
joD9 or people who have had them for a while. 

3i;hink at this point we could — I remember when we testified on 
tig original administration public works proposal. We felt strongly 
tlg^t it was misdirected, that it was $2 billion of funds being spent 
on jobs that were going to be very few in number and not t^eted. 
That was a lost opportunity. We would have much more liked to 
have seen a creative approach to dealing with those who lack skills 
in the economy. 

JTPA is a step. It's one step. Obviously, there are other things 
that need to be done. We believe strongly that it begins with the 
school svstem. It begins with adequate education. It begins with all 
kinds of things that are important for developing skills for individ- 
uals. The toughest problem we have is dealing with those who are 
no longer in school, are in the work force and don't have the skills 
now. 

JTPA is one aspect of it. More could be done. I don't have^ any 
sjpecific answers as to how to do it. We have tried a lot of things. 
Some work and some don't. 

One idea we had was for you specifically.I think Con^essman 
Hawkins has worked on it, and this is this approach to tving train- 
ing and education. That is an approach. Tnere are things that 
could be done to improve that approach probably, but those are the 
kinds of things we should be talkuig about. 

Mr. Hayes. You think then that the Johnson bill is void in this 
respect? 

Mr. Semple. You know, every bill isn't addressed to all the 
issues. This is addressed to a certain type of problem. I don't think 
it is designed to deal with that specifically, and it may be the 
wrong thing specifically to deal with that problem. 

I tmnk, however, on the other hand, if tnere is a serious problem 
of dislocation aiid where if we don't have early intervention, you 
may then find people who then fall off the rolls and get in exactly 
the position that we are talking about. I think the issue is to get to 
these individuals as soon as possible. 

I mean, I would think it would be something— I wouldn't criticize 
the bills because they miss that mark I think they are hitting a 
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different mark. It may be a question of priorities. I think this is a 
very important priority. 

Mr. Hayes. In some of the field hearings that we have been in- 
volved in on the whole issue of education and employment, there 
has been some criticism of the fact that the CETA Program, for ex- 
ample, has been abandoned, I guess, and replaced by JTPA. There 
seems to be some feeling that even that move left some people out 
who were benefiting from that combination of education and train- 
ing at the same time. 

You are right. I am not looking for criticism for the proposed leg- 
islation, that is H.R. 1219 that we are talking about. I think it is a 
fact, though, that it never intended to cover everything, the whole 
problem. I just wanted to point out that this is one thing that I 
want to get your reaction to. I think we need to find a way maybe 
through other legislation to take care of this problem. 

There is a last question that I want to raise. On page five of your 
testimony you indicate opposition to including a tax credit for em- 
ployee-incurred training expenses. If you don t provide a tax credit 
for business, how do you propose to entice them to provide training 
and retraining for the employees? 

Mr. Semple. My argument is not that tax credit might not do 
something, but they are spending now approximately, if Tory's es- 
timate is correct, about $180 billion on mformal and direct train- 
ing. They already deducted from their taxes. Now, the issue is 
whether this tax mcentive would add that much more training. It's 
hard to judge. We don't know. We have no experience with this 
type of incentive. 

One of the problems is, I don't think the companies really define 
their training costs in a way that is easily understandable. It may 
well, but we don't know. 

I guess my concern is that, at a time when we are doing simplifi- 
cation, we are trying to make the Tax CJode simpler for Americans, 
and fewer, what shall we say, loopholes, and if we don't know what 
the answer is, I wouldn't go charging out and putting it in. But by 
the same token, if we discover that it does create that kind of in- 
centive—and maybe the thing to do is to run—I don't know how 
you could do this — on some kind of experimental approach, we 
could really find the answer before we go ahead and add another 
provision to the Tax Code, 

Mr. Hayes. Mr. Camevale, how do you provide the incentives for 
business to create new jobs which would include the on-the-job 
training and upward mobility? 

Mr. Carnevale. There is a fundamental difficulty. It relates to a 
certain extent to your prior question about what it is we can do for 
people who are outside the economy at the moment and don't have 
jobs. And that is, in large part, the overall number of jobs in the 
American economy is governed by macroeconomic policy. At the 
present time, monetary policy and the large Federal deficit, mone- 
tary policy in response to a large Federal deficit is holdmg the un- 
emplo}anent rate above 7 percent. There has been a great fear in 
the past decade that, unless one holds the unemployment rate 
hirfi, that inflation will return with a vengeance. 

The one sure way to increase the overall number of jobs is to 
loosen the restrainte on monetary policy. I am of the view, as are 
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many other economists, that the unemployment rate could be 
driven easily below 6 percent at the current time, without any 
mcyor cost in inflation, if we desire to do so. But essentially^ it is a 
question of which levers are available to us in terms of job cre- 
ation. The lever that is available to us in terms of the overall 
number of jobs in the American economy is monetary and fiscal 
policy. 

Training and other kinds of policies that we are discussing here 
today have to do with distributing jobs. It determines who stands in 
the front of the hiring queue when the employer is ready to hire, 
who is the best trained and the most capable of taking the job. As 
long as the unemployment rate is high, as long as the labor pool is 
large, there will always be those at the back: end of that labor 
queue who will never be touched, who will not find iobs. 

The unfortunate thing in the United States is those people are 
not random, that is, we all don't have the same chance of being at 
the back of the hiring ^ueue. If one is female or minority or handi- 
capped or otherwise disadvantaged, educationally and so on, one 
has a much higher chance of being at the back of that queue. 

So, I am not sure that these kinds of proposals in the short term 
can really generate jobs. I don't think that that is what they are 
really for. 

Mr. Hayes. Dr. Carey, you heard Mr. Sample in his testimony, 
who represents the business community, indicate that, if I quote 
him correctly, the notion of adding yet another tax to the employee 
community simply isn't going over — end of quote. In your testimo- 
ny you advocate a mandatory 8 to 10 percent tajc on total wages for 
botn the employer and employee. In view of Mr. Semple's testimo- 
ny, do you think the business community and employees would be 
receptive to this type of a proposal? 

Mr. Carey. Well, perhaps the best way to respond to that ques- 
tion is to describe briefly what we did in Delaware to address the 
issue of employer taxation through the Unemployment Insurance 
System. 

There is no doubt that employers are already heavily taxed for 
financing unemployment insurance benfits for workers in any 
State, and especially among those States hardest hit by unemploy- 
ment. Essentially, what we did in Delaware was, we attempted to 
repay the Federal debt that was owed principally as a fxmction of 
borrowing during the 1974 through 1976 recession. Once that debt 
was repaid, the Federal penalty tax was lifted, which essentially 
was a 0.9-percent tt ^n every employer in the State. And then we 
imposed a new tax, jentially a subset of the tax that was re- 
moved, which did gain employer acceptance because they, in effect, 
were paying a lesser tax because of the lifting of the Federal penal- 
ty tax. 

That is why I alluded to the need to provide in the context of an 
FTA system some process whereby some relief could be given to em- 
ployers, especially among those debtor States where exorbitant 
Federal penalty taxes are being paid by emjployers. 

I should take note also of a recent Busmess Roundtable policy 
statement dated April 28, 1984, which reads in part— and this was 
a recommended policy statement: That the Business Roundtable 
membership views the employment security of its workforce as t. 
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major corporate objective, and financing alternatives for such a 
program should include consideration of an increased payroll tax 
based on equal contributions by employers and employees alike. 

I think that that addresses the political policy issue with regard 
to the Business Roundfable's position. That certainly does not nec- 
essarily represent every employer's position, but it certainly is in- 
dicative of a moving trend in the direction of acceptance of some 
vehicle for financing retraining through the unemployment insur- 
ance tax structure. 

Another statistic that I should mention to you is a statistic that I 
found rather alarming. That is that between 1976 and 1981 this 
Nation spent $18 billion on unemployment insurance benefits, that 
is, income maintenance support. Of that $18 billion, only $58 mil- 
lion, of one-half of 1 percent of the total, was invested in meaning- 
ful readjustment assistance, including the Trade Act Ac^ustment 
Program. 

Essentially, what we are doing in this country is using our unem- 
ployment insurance system as principally an income maintenance 
vehicle: billions for income maintenance and virtually nothing, 
pennies, for readjustment through that process. 

Mr. Semple. Mr. Chairman, can I add a word about the basic em- 
ployer position? I don't mean to say that I represent all employers. 

My general sense is that there is a lot of skepticism. I think the 
Business Roundtable provided a m^or service by suggesting that 
the issue be considered. We share that point completely. We think 
it should be considered. Now, whether in fact it survives the test, 
we don't know. 

I might say about Delaware, because Mr. Carey was so effective 
runnmg that State's UI system that they managed to do so well. 
My concern is how to deal with other States. It takes a certain 
kind cf Stat*> leadership and a variety of other essentials to sell a 
skeptical business community. And I am not so sure a piece of leg- 
islation can do ihat overnight. 

I would just say that we should proceed with great caution. And 
if it is true that we find that all of this is in fact doable, I would be 
willing to have my testimony and eat it for breakfast. But I must 
admit that I think we should take a look at it over the next year 
rather than leap into it. That's my point. 

Mr. Hayes. I think your point has been made quite clear. 

The chairman has returned. 

Mr. Martinez. It's good to be back. 

Mr. Henry? 

Mr. Hknry. Thank you, Mr. Chairman. 

I want to ask Dr. Carey, in the Delaware model, the two-tenths 
of 1 percent, combined employer-employee, how much does that 
yield in terms of your covered workforce each year? Where does 
that money get pooled? Does the money in turn get used for ven- 
ture investment m the State, and are you then running off the 
profits to fund out? What happens to the money? 

I know that in my State the business community wouid he very 
concerned, and the labor community as well, that it would just be 
used to wash the UI debt, and this kind of thing. How are you ac- 
tuarily protecting the account for its purpose? And how are you 
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seeing that the money somehow gets reinvested in your own econo- 
my, which 1 am sure you do? 

Mr. Carky. There are basically three essential vehicles for tar- 
geting the money collected through the 0.1 percent tax in the State 
of Delaware. The first is for school-to-work transition activity. The 
second is industrial training activity so that people can be retooled, 
if you will, while in the existing workforce and not aecessarily in 
danger of dislocation. And the third piece is dedicated specifically 
to dislocated workers. 

It is important to note that in terms cf administration, the im- 
employment insurance tax structure currently is used in Delaware 
to collect the money simply because it is laid on top of an existing 
structure, thereby eliminating the need to establish an entirely 
new system for collection. The distribution is handled solely 
through a competitive process and administered by the Private In- 
dustry Council. The Private Industry Council, established under 
the Job Training Partnership Act, has full accountability and re- 
sponsU)iUty for allocating those funds the way they see fit and in 
accordance with the need of individuals making application. 

Mr. Henry. You use the JTPA structure to allocate these funds? 
I am a little confused here, 

Mr. Carex. Yes. We use the Private Industry Council, established 
under JlPA, to make decisions with respect to the distribution of 
those funds based on a competitive process much like all other 
grant participants would request financing from the Private Indus- 
try Council under other JTPA Programs as well. 

Mr. Henry. So, the worker doesn't really hold title to the ac- 
count? It's a collective account that is used for social programs 

Mr. Carey. That is correct. 

Mr. Henry [continuing]. Socially rather than individually target- 
ed? 

Mr. Carey. That is correct. 

Mr. Henry. During the legislative debate on this, wac that an 
issue? Was the situation in Delaware such that labor and manage- 
ment could get together and view their combined interests in this? 

Mr. Carey. Wefl, the employer iixterest was obvious because v/e 
were, as Nat pointed out, at a criticd juncture in the State, where 
we had successfully repaid the Federal penalty, or the Federal 
loan, which meant a reduction in our Federal penalty taxes tuider 
FUTA, which essentially reduced the employer tax load. Then we 
front-loaded a new tax less than the penalty tax on employers, &nd 
there was a great deal of receptivity, including very favorable com- 
ments by the CEO of the Dupont Comi^any, iCl, and Hercules as 
well, who indicated that this was an appropriate mechanism to use 
to finance retraining within the context of the unemployment in- 
surance tax structure. 

Employee interest was generated principally as a function of 
AFSCME and AFlrCIO interest in comi>eting for those dollars 
through the Private Industry Council, which they have successfully 
done. 

Mr. Henry. I find it a very intriguing concept and really bal- 
ances the questions that we had, in terms of the problem of income 
level skewing participation in using an IRA type approach. But it 
very quickly gets very, very far away from being an individual 
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training account. It's a very, very different concept. But maybe the 
two together, in the long run, will be cost effective to businesses in 
your State, by avoiding those high unemployment rates if it's suc- 
cessful. 

Mr. Carey. The thrust of my more extensive remarks suggests 
that the same principle can be applied on an individual basis if 
that is the desire of this body or State bodies. 

Mr. Henry. Thank you. 

Mr. Martinez. Thank you. 

We thank you very much for joining us today and giving us your 
expertise. Thank you again. 

Our third and final pemel consists of Dr. Nell P. Eurich, member 
of the Carnegie Foundation Board and senior consultant, Academy 
for EAicational Development, from New York, New York. Ako 
joining her is Dr. James Kadamus, assistant commissioner for the 
Office of Occupational and Continuing Education, New York State 
Department of Education, Albany, New York. 

Welcome to both of you. Dr. Eurich, we will start with you. 

STATEMENT OF NELL P. EURICH, SENIOR CONSULTANT, ACADE- 
MY FOR EDUCATIONAL DEVELOPMENT; AND JAMES A. KADA- 
MUS, ASSISTANT COMMISSIONER FOR OCCUPATIONAL AND 
CONTINUING EDUCATION, NEW YORK STATE DEPARTMENT OP 
EDUCATION 

Ms. Eurich. Mr. Chairman and members of the committee, both 
bills being considered today deserve some praise, simply for recog- 
nition of our Nation's severe problem now and coming in unem- 
ployment. The individual training account calls for contributione 
from the employee and employer to prepare for possible lay-offs. 
The other bill offers tax incentives for the employer to provide ad- 
ditional training and removes penalties for early withdrawal from 
Individual Retirement Accounts or annuities by displaced workers 
for training purposes. 

With the exception of the tax incentive for business, both bills 
depend largely on the private sector for funding. And in the case of 
IRAs, the worker is asked to mortgage his or her future for present 
benefita In effect, the displaced person must jeopardize his future 
economic security. Yet these same people, displaced by a failing in- 
dustry, due to poor economic leaderslup in our country, may well 
be those in continuing need or greater need later in life. Justice 
and equity are reasonable issues. We may ask whether Govern- 
ment responsibility is evaded. 

To compare, for example, this ITA plan with the G.I. bill is to 
forget completely that the G.I. bill had the heavy commitment of 
our Government. It was seen as a very intelligent way to help re- 
turning military personnel reenter the workforce, not go on to un- 
enaployment benefits immediately. 

The Job Training Partnership Act is woefully inadequate for the 
magnitude of the task and has serious flaws in operation. Small 
measures and quick fixes merely clutter the scene and add bu- 
reaucracy. 

Developmg component parts, which I heard here today, develop- 
ing bills that may be acUacent to each other without full clarity m 
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knowing which part of the problem they are serving is certainlv a 
question in my mind. We have no overall national policy or leader- 
snip in this most important area before our country. 

What is needed is some sort of comprehensive approach that rec- 
ognizes the ongoing nature of the work revolution that is proceed- 
ing at an acceleratmg rate. It is not a temporary phenomenon. It is 
deep and basic as the nature of work itself dramatically^ changes 
.^d changes more rapidly, requiring greater differentiation in 
skills and abilities for knowledge-intensive job applications. There 
is a dangerous and widening gulf between the very smart and the 
not^sosmaxl: employees that has tremendous implications in a 
democratic Nation like ours. 

Product, production method, and career obsolescence are rapid 
and wdll be repeated several times in a person's work life. We are 
taking about real continuing education. The need for training and 
retraining that has become a constant factor in American life and 
absolutely essential for productivity and competitive position. 

While the magnitude of the challenge may seem formidable, 
America also possesses great resources to draw upon toward meet- 
ing it. We have many educational providers. People aren't mention- 
ing them. We have the corporate training programs which you are 
seeking to encourage. We have an education system with communi- 
ty colleges. You have a separate funding progi^am for vocational 
education. We have technical schools. We have proprietary schools. 
We have labor training programs. We have Government training 
programs in agencies throughout the country. We have military 
training programs, perhaps the largest area of all. And we have 
many community resources. 

Further, we have one thing that has not been mentioned in 
either bill. That is the remarkable resources from the high-tech 
revolution itself. Although it brought us automation, robotics, and 
changes in work methods that led to displacement, it also gave us 
telecommunications and educational technologies. We can deliver 
courses and training where it is needed, and for training appropri- 
ate to job opportunities. Geography does not create a barrier as it 
once did. 

Too many of our programs suggested seem to be planned on the 
old methods or the old formulas for reaching solutions. 

Our education-training resources are limited only by imagination 
and projections. The parts of the puzzle can be put together and 
new pieces provided wnere necessary for longer-rang*^ effectiveness. 

What we need is something like — and I don't hold a complete 
brief for the name— but we need something like a Strategic Coimcil 
for Educational Development to provide leadership, vision, and sug- 
gest national policies. It would not have some single monolithic 
program. It would not be a manpower policy that has always failed. 

We know there are risks in comprehensive approaches, but we 
have ^ot super-computers now. We can do an awful lot better in 
matchmg our needs to our resources. 

So, we are suggesting that a council of this type with strong cor- 

E)rate leadership have three purposes basically: one, to assess the 
ation's emerging educational needs. We have talked today and 
here it is: retraining displaced persons, training the disadvantaged 
and the illiterate, upgrading scientiHc and technological training 
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coordinated with high-tech projections and natural resource devel- 
opment Evaluation should be in the context of life-long learning 
witti retraining required at periodic intervals in the person's life. 

Against this, the councU should review and identify all our redu- 
cational resources. The point is to examine the different education- 
al sectors to relate education, as we have just agreed, to the train- 
mg problem. Which combination can best solve particular needs? 
How can the new technologies and delivery systems be used for 
cost-effective instruction? New teaching materials are available 
from many vendors in the learning industry. 

It is a simple matter of assesing needs, assessing resources, and 
recommending policies. Drawing on our extensive resources, pro- 
p^als can suggest programs to meet more effectively the needs. 
The challenge is to give guidance to both the pubUc and the private 
sector, to suggest strategies for cooperative action, to issue fore- 
casts and counsel adjustments as needed. 

We don't need or want another Presidential commission that re- 
ports and disappears. We do not see a large council with a great 
funding apparatus. It should be a umall group, and comprehensive 
thinking is no more costly than piecemeal thinking. 

Our country does have a pattern of strategic planning bodies for 
the most crucial and complicated problems we face, such as nation- 
al security and national defense. Is it not possible to have the most 
basic operation of all, a Strategic Council for Educational Develop- 
ment in the United States? The elements are in place, and all 
would welcome the guidance and endorse the support of national 
policies and leadership. 

The two bills today would fit, if they seem feasible, after we 
know a little more about where we are going. Then is the time to 
put in the componeht parts. 

Thank you. 

[Prepared statement of Nell Eurich follows:] 
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PXXPARKD StATZUKNT OP Dr. NclL P. EURICH, SeNIOR CONSULTANT, ACAOEMY VOE 

Educational Dkvilopmknt and Trustm, CARNXonc Foundation for the 
Advanciment of Ticachino 

MR. CHAIRMAN AND MEMBERS OF THE COWITTEE: 

Both bins being considered today deserve some praise simply for 
recognition of our nation's severe problem now and comfng In unemployment. 
The individual training account (H.R.26) calls for contributions from the 
employee and employer to prepare for possible le^y-offs. The other bill 
(H.R.1219) offers tax Incentives for the employer to provide additional 
training and removes penalties for early withdrawal from Individual 
Retirement Accoints or Annuities by displaced workers for training purposes. 

With the exception of the tax Incentive for business, both bills depend 
completely on the private sector fbr funding. And in the case of IRAs, the 
worker is asked to mortgage his or her future for present benefits. In 
effect, the displaced person must jeopardize future economic security. Yet 
these same people — displaced by a falling Industry — due to poor economic 
leadership in the United States — may well be those In continuing need or 
greater need later In their lives. Justice and equity are reasonable Issues 
to raise, and we may ask whether government responsibility Is evaded. 

The Job Training Partnership Act Is woefully inadequate for the magnitude 
of the task and has serious flaws In operation. Small measures and "quick 
fixes" merely clutter the scene and add bureaucracy. 
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What Is needed Is a comprehensive approach that recognizes the ongoing 
nature of the work revolution that Is proceeding at an accelerating rate. 
It Is not a temporary phenomenon that will gradually fade awe^. It Is deep 
and basic as the nature of work Itself dramatically changes and requires 
greater dflfferentlatlon In skills and abilities for knowledge-Intensive 
Job applications. There Is a dangerous and widening gulf between the very 
smart and the not-so-smart employee that has tremendous Implications for a 
democratic nation. 

Product, production method, and "career" obsolescence are rapid and 
will be repeated several times within an Individual's work life. He are 
talking about real continuing education . The need for training-retraining 
has become a constant factor In Anerlcan life and absolutely essential for 
our productivity and competitive position. 

While the magnitude of the challenge seems formidable, America also 
possesses great resources to draw upon toward meeting It. He have many 
educational providers — corporate training programs, the education system 
with connmlty colleges and vocational, technical schools, labor and 
government training programs, military training programs, and many 
coimuilty resources. 

And further, we have remarkable resources from the high-tech revolution 
Itself. Although It brought u« automation, robotics and changes In work 
methods that led to displacement. It also gave us telecoirrounl cat Ions and 
educational technology. He can deliver courses and training where It Is 
needed — and for training appropriate to Job opportunities. Geography no 
longer creates barriers. 
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Our education "training resources are limiteJ only bv our imagination 
and projections* The parts of the puzzle can be put together and new 
pieces provided where necessary for longer range effectiveness. 

He need a Strategic Council for Educational Development in the 
United States to provide vision and leadership. It would have three 
purposes : 

1. To assess the nation's eroerqing educational needs. The focus will 
be on training needs: retraining displaced workers, training the 
disadvantaged and Illiterate, upgrading scientific and technological 
training coordinated with high-tech projections and natural resource 
development. Evaluation will be in context of lifelong learning vilth 
retraining required at periodic intervals. 

2. To identify and review our educational resources . The point is to 
examine the different educational sectors and how they relate to one 
another. Which can best provide for particular needs? How can the 
new technologies and delivery systems be used for cost-effective 
instruction? New teaching materials are coming from many Vendors in 
the learning industry. 

3. To recomrend policies and prograna. Drawing on our extensive 
educational resources, proposals will suggest various programs to 
meet more effectively the crucial needs of our society in a new era. 
The challenge is to give guidance to the public and private sectors, 
to suggest strategies for cooperative action, to issue forecasts 
and counsel adjustments and new policies as required. 
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The Council — with strong corporate leadership — should be a 
quasl-pjbllc bo<(y with a lifespan of a decade. Not another Presidential 
COBinlsslon that reports and disappears. Such comprehensive planning has 
Its risks, as we know, but can be done better than ever before. {We have 
supercomputers.*) 

Our couitry has the pattern of strategic planning iSodles for the mat 
crucial and complicated problems of national defense and security. Is It 
not possible to have the inost basic operation of all — a Strategic Council 
for Educational Development In the United States? The elements are In place, 
and all would welcome the guidance and endorse the support of national policies 
and leadership. 
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CORPORATE CLASSROOMS : 
THE LEARNING BUSINESS 

. By Nell P. Eurich 

Sponsored by The Carnegie Foundation for the Advancement of Teaching 
Published by The Princeton Uhiversity Press 1985 (Paperback $8.50) 

The following is an excerpt: 

A COMPREHENSIVE VIEW 

What is needed is i comprehensive analysis of ihe contributions and 
programs of the various providers— the corporate educational system, 
higher education, the exploding learning industry, labor and government 
training programs, and community resources that this report obviously 
could not include. Alternative systems are plentiful and delivery methods 
available to reach many more people. A new era has been inaugurated 
and calls for • review of resources with their increased possibilities. 

Continuing education at any time in life has become a fact of life. Adult 
registration in "organixed" courses suggests that some 21 million are 
studying part time. Most are enrolled in community colleges, four-year 
colleges, and universities, and their courses usually relate to job prepa- 
ration: business, engineering and technology, and health sciences. The 
majority are already professional and technical workers, clerical, or man- 
agerial and administrative personnel. Nevertheless, many others take 
courses of a more general, liberal arts nature for their personal enrich- 
ment. Adults account for the greatest growth in higher education en- 
rollment at the present time. 

Corporate classrooms, as extensive and effective as they are, may offer 
training to some eight million adults, but that is stilllcss than one-tentli 
of the total work force. All those other workers in new and old small 
firms need training and do not have built-in facilities or networks. Not 
all larger industries have strong educational programs, and the leading 
large firms described here are still reaching relatively small percentages 
of their thousands of employees. With all the contributors and alternative 
systems available, programs remain insufficient and unplanned in terms 
of toial needs; they are not geared io projections for next developments 
and jobs in the unfolding technological age. 

\\1)0 or what combination of resources will supply the adult learner 
and develop the abilities our nation must have not just to maintain its 
evonomic position but to dramatically improve it in the face of worldwide 
competition and worldwide needs? What types of training and education 
are essential both for individual Americans and for the nation's imper- 
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ativcs? Which of our resources are most suitable to assist and should be 
rallied to help in providing the necessary programs? To restore America's 
leadership position solidly from its educational and training base requires 
the broadest asse>sment of the problem areas that undermine productivity 
and drain the human energy resources of the nation. 

Training and retraining workers is a major challenge with complicated 
dimensions. Older industries' decline and automation and robotics en- 
tering factory floors have taken a human toll of over eight million. For 
many able and willing workers, the revolution in manufacturing processes 
creates a yawning chasm. For oihers — disadvantaged or illiterate — who 
never mnde it to the factory floor, the chasm is endless. Well-conceived 
and implemented training programs could release an energy potential and 
raise productivity levels to the benefit of our society— ^nd offset welfare 
costs. 

Technological advancement and change havt cKaraaerized the work- 
place since the late eighteenth century when Eli Whitney's cotton gin 
and Wilkinson's machine to make machines appeared. Since then the 
harnessing of electricity and utilization of the internal combustion engine 
early in this century, and now the computer with its innovations have 
all brought fundamental changes in the tools and other materials used to 
perform work. 

The mis^t between workers' capabilities and the technological skills 
required tc do th'.' work has been deplored since mass production and 
centralized Victories signaled the first salvos of the Industrial Revolution 
200 years ago. Through three '!work" revolutions within two centuries, 
since the early days of the great Lowell textile mills, companies have 
largely provided their own education for adjustment and have urged vo- 
cational training and support services from other educational sources. 
Often, on-the-job training was adequate with or without additional or- 
ganized instruction; today worker dislocation i$ more complicated. 

Although the old cyclical trend of technological advancement and edu- 
cational retooling continues, this time around demands are accelerating. 
The last 30 years have brought increased speed of change and greater 
differentiation in skills and abilities needed for knowledge-intensive job 
applications. It has been pointed out repeatedly that there is a dangerous 
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and widening gulf between the very smart and the not- so 'Smart employee. 
The blue collar worker's job is at stake. Never before have new jobs and 
retraining been so immediately crucial Product, production method, and 
"career" obsolescence are rapid and may be repesCed several times within 
an individual's work life. 

When a corporation's philosophy embraces lifetime employment for 
workers and advocates promotion from within, job retraining and ad- 
justment become a corporate responsibility. Companies like IBM and 
Hewlett-Packard are so committed and have their own extensive training 
programs. But these are giant multinationals at the forefront in a growing 
and expanding industry. Other companies, even those so situated, are less 
far-sighted and do not protea their workers, often to the company's 
detriment in the long run. They are the ones who cut-and-run on quick 
glances at the bottom line. For whatever reason, persons are displaced 
and potential productivity for society is being lost. 

Earlier economic revolutions found answers in stimulating the new 
industries that brought new jobs and types of employment. Big changes 
create additional fields; they don't just eliminate jobs. This process is 
underway again but the questions remain: Will such natural processes 
provide enough jobs, and of what kinds? The new worlds of "service" 
and "information" companies have been emerging for some time and 
have now absorbed nearly 80 percent of the work force. High tech, to an 
often overlooked extent, has permeated the conventional smokestack in- 
dustries. And it has already invaded older established communications, 
offices, entertainment, and health care fields— in each case beginning new 
processes and products that have brought their own demands along with 
them. 

Some predictions for greatest employment' target sales jobs for an in- 
crease of almost 19 percent, or more than one million, by 1990 according 
to the Bureau of Labor Statistics. And there will also be many walk-in 
health care centers, for example, where the main service will be provided 
by technicians and their computer-assisted diagnostic equipment. Al- 
though real job growth will not be computer or electronic industries 
themselves, fresh openings will come in businesses using the technologies. 
Programmers are needed in the cable industry, for example. New small 
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companies will grow and "cottage" industries taking full advantage of 
modems for computer telecommunications are springing up. 

Regardless of the jobs born of the computer and its accessories, this 
third revolution is not synchronised with the begetting of suffident new 
jobs naturally because of its "knowlcdgeMntensive" nature. A new and 
different type of retraining is called for— more specific, informed and 
sophisticated. It is learning of a higher order for understanding conceptual 
bases essential to the operational control and utilization of information 
systems. Educational demands of such magnitude require human flexi- 
bility and trainabiliiy and, as with other complex problems, solutions rest 
on perceptive, thoughtful poliries implemented on a comprehensive basis 
for practical results. 

Corporate classrooms could contribute the most to comprehensive re- 
training programs under present circumstances: their methods and style 
are particularly appropriate and their knowledge of the skills needed for 
work in spin-off fields most peninent. But the burden can not, and should 
not, be placed solely on industry's doorstep. Such default by policy-makeri 
and educators would not be for the good of the country or its economic 
health. If the corporate model — with technical advice and expertise — were 
replicated and transferred to other sectors, the pattern could be appropriate 
and effeaive. Electronic educational delivery systems can reach any lo- 
cation; many segments of the learning industry already have instructive, 
materials for individual study and could produce additional job training 
programs. Vendors transpon seminar instruction, complete with a teacher 
and supportive materials, to wherever needed. 

Community colleges are already playing an imponanl and helpful pan. 
Labor unions' educational programs are also involved. Government agen- 
ries' training programs from federal to loal levels could be extended and 
coordini led along with other community resources. Riur-year colleges 
and univv»rsities could contribute course work for some types of cnploy* 
menl, and faculty could create software and videocassettes to leach "per- 
sonally" J^eyond their locale. 

The recent U.S. Job Training Partnership Act that went into effect in 
1983 is inadequate, and funded with barely half the monies that went 
into the old Comprehensive Education and Tra;ning Act. Funher, the new 



136 



ERIC 




210 



program designates two-thirds of funding for vocational and on-the-job 
training for poor youths. That leaves S21S million for retraining some 
eight million workers who have lost iheit jobs because of recession or 
automation. Disadvantaged youth and displaced workers need training 
assistance, but funds allotted are not sufficient for both, and especially 
for the latter who were household providers. 

One admirable element in the inadequate attempt is the involvement 
of business and corporate leaders in determining the kinds of training 
needed for persons on the state or local level. The danger is that irain* Jg 
programs will be so directed to immediate employment and specific tasks 
that workers may bounce from job to job and intermittent trainiv R pro- 
grams for the rest of their lives. If relatively well-trained jjcople will 
change jobs maybe five times in a work life, then consider the effects o^ 
fast-fix training for the disadvantaged and currently displaced. 

What is needed is vision or, at the very least, some long-range training 
programs that don't just "pay off" tomorrow, but benefit real education 
for America's future. If older industries are criticized for short-sightedly 
taking profits instead of reinvesting for capital improvements and long- 
range development, are we doing any better in investment policies in the 
major resource for the knowledge-intensive world: namely, its human 
resources for production and its research capacity fur new applications 
and future markets? 

Broad scale programs are needed for our country's future, and edu- 
cation—both in corporate classrooms and schoolrooms — is inevitably * 
large part of any such attempt. Strategic development for the long term 
is. essential. Leadership and sustained effort to support and finance basic 
programs arc too often missing. The Heritage Foundation's Blucpmt for 
Jobs and Industrial Growth asks competitive markets to solve problems; 
competition between public and private schools through voucher systems 
or lax credits or competition between teachers by pay scales "that reflect 
supply and demand" in subjects according to market conditions. Business 
is encouraged to work with schools, but no comprehensive programs are 
suggested. 

In search of a better approach to economic development in the n.ition, 
the Business-Higher Education Forum in 1983 submitted proposals to the 
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President. A Commission on Industrial Competitiveness was named, in- 
cluding three corporate leaders along with representatives from labor 
organizations and academic institurions. Hie commission prepared rec- 
ommendations on human resources, capital resources, research, devel- 
opment and manufacturing, and international trade. Conncalons to aca- 
demic education dealt primarily with vocationaNtechnical schools, and 
business and engineering in traditional higher education. But the com- 
mission's authorization expired at the end of 1984, having had little more 
than a year in which to probe complicated issues and consider masses of 
information. 

Global Stakes' authors argue cogently for a Presidential Commission 
on Technology and Productivity. They call for a new High Technology 
Morrill Aa to do for the United States today what the original nineteenth 
century Morrill Act did to assist agricuhural and industrial progress. At 
that time the government took its first big step into subsidizing the 
education that became the basis for an informed citizenry and workers 
that were able to introduce and cope. with the next industrial revolution. 

Today, such bold action is needed orice again, the authors argue, as a 
collaborative effort involving universities, industry, and research to lead 
this country in economic development. The proposed High-Tech Morrill 
Aa addresses four national economic policy needs: sustained financial 
support to the American system of education, lifelong learning, high 
school incentives, and a global view of technology. 

Their proposal, of course, stresses science and technology, and especially 
engineering. They ask for federal leadership and national policy, and they 
call for a strong educational system. The future of this country Is inex- 
tricably tied to the future of high technology and to the quality of our 
education. 

Their High-T;4.h Morrill Act achieved recognition to the point of com- 
bination in a triple bill for aid to engineering and science with math 
development at the lower levels of schools; the bill remains in oblivion 
with a $500 million request for the total job. That is a parody of the 
original, far-sighted Morrill Act« but as the authors patiently suggest, U 
took a decade to get the original land grant legislation. One wonders today 
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if our country can wait a decade for t new national commitment to 
^ education. 

The time has come to take tht larger >dew on t sustained basis. We do 
not suggest another presidential commission with short life ?nd limited 
impact, nor do we propose legislative initiative with token funds to im- 
prove temporarily the patient's symptoms. Rathe*, what is needed is an 
ongoing concern with a broader mandate. It is more than just our com- 
p'^titivc position; it is the hcahh of our nation at stake. 

Could wc not consider a Strategic Council for Educational Development 
that would help guide improvement and national policies for the next 
deade? Without such continuing leadership no one scheme will suffice. 
Too many tactical proposals and shon-range programs are being offered. 
The debate must move forward, and society must make the long-range 
capital investment in human resources and their development for the 
future of individuals and the national economy. Very often when edu- 
cation programs have been staned or promoted in our country there has 
been an economic purpose — the progress of America seen by Horace Mann 
and Horace Greeley or the legislators who passed the Morrill Act. 

Once again we need vision and leadership to projca programs for 
emerging needs. The new vision is one of continuing education for na- 
tional renewal and the pursuit of well-being for all citizens in a period A 
dramatic technological change. The council would consider national needs 
for the foreseeable future and propose a variety of means and alternative 
ways to meet them. Basic to its deliberations is the improvement of 
education given by all sectors and the coordination of programs among 
them to increase the effectiveness of total opportunities. 

The Strategic Council would have a three-fold purpose: 

To assess the nation's cmcrgiug educalioml ueeds. The 
focus will be on training needs: retraining displaced workers, 
training the disadvantaged and illiterate, upgrading scientific and 
technological training coordinated with high tech projections and 
natural resource dcveloomcnt. Educational needs must be eval- 
uated in the context of lifelong learning with training reouired 
at periodic intervals as well as increased opponunitics tor an 
aging population. 
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To identify and review our educational resources. The focus 
will be on the different education sectors and how they relate 
to one another. The roles of schools :ind colleges and adult 
education will be evaluated along with corporate education. 
Trainir^ programs of labor, government agencies and the mil- 
itary also arc vital to the review. Finally, educational opportu- 
nities must be assessed with the new technologies and delivery 
systems in mind and with the instructional materials coming 
from the learning industry. 

To recommend voUcics and programs. Drawing on our ex- 
tensive educational resources, proposals will suggest how pro- 
grams can be designed to meet more effcaivcly the crjcial needs 
of our society in a new era. The goal here is not to establish a 
national manpower policy, which has never been effective in the 
United States; rather, the challenge is to give guidance to the 
public and private sectors, to suggest stratecies for federal and 
state action, and to identify ways in which colleges and the 
corporate sector can cooperatively serve the lifelong education 
of adults. Council reports may be viewed as forecasts that bring 
intelligence to bear on complex problems and counsel adjust- 
ments and new programs and policies as required. 

We recognize, of course, the risks involved in comprehensive planning. 
And we know that past experiments have usually had only marginal 
success. Still the effort must be made to benefit from past errors and do 
it better this time. 

Urging the restoration of America's leadership and competitive position 
in the world economy sounds hollow if our educational resources arc 
ignored as the underpinning for development and if our training needs 
go unmet. The nation is weakened by every person unable to contribute 
to its productivity and enrichment in every sense. 

The challenge is to create a pool of well-skilled and educated citizens 
from which society's requirements— including the economic— can be met 
for the future. Concerted artion is called for from industry, labor, schools 
and universities, and the federal government. Such planning and projec- 
tions cannot come effectively from scpvUate states, tlieir role comes in 
implementing and adjusting the programs within a great nation. No mat- 
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tcr how appealing the new federalism may be, it abdicates leadership for 
America as a whole. 

Our country has the pattern of strategic planning bodies for the most 
crucial and complicated problems of national defense and security. Is it 
not possible to have the most basic operation of all — a Strategic Council 
for Educational Development in the United States? The elements are in 
place and all would welcome the guidance and endorse the support of 
national policies and leadership. Americans have a generic belief in edu- 
cation, as they should, in terms of the record. 
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New York Times, June 2, 1985 



Manufacturing 
Employment 

DedinointoUtJotM^ * 
in thousands 

1985 



Fewer Factory Jobs 

The nation's manufacturing base continues to 
cxtxle. That will be the major message carried by this 

Friday's Government 
report on May employ- 
ment, says Raymond T. 
Dalio, president of 
BridgewaterAssod- 
'ities, an economic con- 
sultant in Wilton, Conn. 

May's overall unem- 
ployment rate should be 
undianged from last 
month's 7.3 percent, 
saxsMr.'Dalio,**but 
);^t concerns me is the 
decline in manufactur- 
ing employment." The 
loss of manufacturing 
jobs shows up in two 
measurements, he said: 
the number of individu- 
^ alsempToyedlnfactoriesand "theamountoftime ; 
employed per individual.' ' For May, Mr. Dallo ex- 
pects the average woricweek to shrink by one-tenth of 
anhour^to35hours.Healsosees46,000fewerfactory ^ 
jobs— the fourth consecutive monthly drop. 
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Mr. Martinkz. Thank you, Dr. Eurich. 
Mr. Kadamus? 

Mr. Kadamus. Mn Chairman and members of the subcommittee, 
it 18 certainly an honor to present testhnony to you today on 
worker retraming legislation. I would just like to highlight m the 
next few minutes parts of my testimony relating to the need for 
worker retraining Illation, to identify some of the approach^ to 
retr ainin g that we have taken m New York State, and provide spe- 
cific comments on some of the progranmiatic aspects of the initia- 
tives before you today. 

^ *^ spend time on documenting further shifts in 

the workforce that are causing structural imemployment I think 
previous speakers have done that quite well. We have provided evi- 
dence in our testimony. 

Our conclusion is that the jobs that are being created in the new 
service sector to replace manufacturing jobs are substantially dif- 
ferent, and they create a serious mismatch between the skills and 
mcome needs of displaced workers and the skiU requirements and 
wage levels of new jobs. 

We also took a look at the impact of technology. The entire prod- 
uct cycle in some of the high technology industries takes less than 
ten years from the development to the phaseout now. We find more 
and more that workers of the future will have to be retrained for 
several occupations during their working careers. 

laiucation and training will have to be considered as ongoing. 
And process skills, which allow people to adapt to various occupa- 
tions, must be stressed. 

The part of our testimony that I think is unique is the emphasis 
on the importance of small business and entrepreneur^p. There is 
a need to train people to be entrepreneurs. There is a need to pro- 
vide incentives for small business to train their own workers. Much 
of the statistics that were given you before on the amount of in- 
vestment m training is done by the lai^ companies, the Fortime 
500 companies, not by the small busmess that are the heart of 
American economy. 

Nearly one-half of our State's workers are employed by small 
business. Today across the Nation new small companies are being 
created at a rate of 600,000 per year. In 1950 at thp height of the 
mdustnal period, that number was only 93,000 per year. In New 
York State about 25,000 new businesses are created each year, 
adding billions of dollars to the economy* 

Today one person in six is either self-employed or heads a busi- 
ness, and nearly one job in four is either the head of a new busi- 
ness or self-employed, more than double the share of 10 years ago. 

Public ix)licy initiatives including worker retraining legislation 
must provide support and direction for small businetjs and encour- 
agement and growth for budding entrepreneurs. 

We have also identified in our testimony changes in denu^raph- 
1^ of ttie work force. Some of the other speakers have talked about 
that: Entry of more women and minorities mto the work force, 
grater numbers of handicapped adults entering the work force, 
and an mcrease in adult literacy programs, which in our State 
have been increased through fimdmg of the State government and 
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are creating increased demand for job training for people who now 
have basic skills. 

The number of undereducated and disadvantaged adults m our 
State requiring training has grown from the in-migration patterns 
in 1970 to 1980. Neariy 460,000 people entered the State from 
Puero Rico and foreign countries. More than 96,000 of those people 
did not have a hi^ school education. More than 100,000 were 
single parents. One-third of those residents took jobs in low-paying, 
low-ekuled jobs as operpiors and laborers. 

Women will constitute two of every three new job entrants m the 
labor market of the future. Yet, without retraining, most will still 
continue to find their job opportunities confined to clerical, secre- 
tarial occupations, retail and service trades, and other work in 
which pay may be low and opportunities limited. 

An equally important role of retraining pn^rams is to help dis- 
abled people with substantial barriers to emplojrment As the econ- 
omv snifts fix)m manufacturing to information and service and 
technological occupations, we are finding that the use of technology 
renders knowledge more important than physical capacity. The po- 
tential productivity of handicapped and disabled adults increases. 
In our State, over 73 percent of tne vocational rehabilitation dients 
are over the age of 20. Ovev 88 percent are over the age of 80, 
clearly a retraining challenge. 

I will identify three stratMies we have taken in New York for 
worker retraining. One is a long-term strategy. That is, w® have 
completely restructured our vocational education system in New 
York State, broadened the base of vocational education to stress 
transferable skills as well as jolhspecific skills. 

A more immediate strategy we have established is an employer- 
specific training grant program which meets the needs of business 
and industry, particularly small business, to retrain their employ- 
ees. It meets the needs of dislocated workers to put them into firms 
that are expanding where there are new occupations, where there 
are advancements through technology. 

Third, of particular mterest to the subcommittee. New York 
State has established a tuition assistance program for dislocated 
workers, called the Occupational Retraining and Reemployment 
Act. It was initiated by the legislature in 1984. It provides ttiition 
assistance for dislocated workers, using titie OX of JTPA. The act 
authorizes up to $1,600 to be paid to approved traininig providers 
for each certified eligible person in a pn^ram leadmg to employ- 
ment in designated occupational fields with favorable employment 
opportunities. 

In order to be eligible to participate in the program, training pro- 
viders must be licensed or certified by the State education deparfc- 
ment, offer approved, nondegree programs with a minim xi m of 320 
dock-hours of instruction. In order to qualify for participation in 
the program, each dislocated worker must be roistered with the 
State department of labor and certified as a dislocated worker. 

The program, like H.R. 1219, permits those individuals partici- 
pating to continue to collect imemployment compensation while 



H.R. 26 and H.R. 1219, particularly in regard to quality control. 
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And that is not an issue that any of the previous speakers have ad- 
aressed in theu: testimony. 

fJS identified some criteria in developing the occupational re- 
training act m New York, our tuition assistance program, which I 
JS?^^ ^ considered in the bills before you. One, the aid 
provided for traimng should ho provider neutral. That is, all types 
of agencies and institutions, vocational education institutions, com- 
mumty colleges, proprietary schools, community-based organiza- 
tions, business and industry, should be eligible to compete for funds 
and to offer the needed training programs. A competitive market 
environment makes the overall delivery system for traimng much 
more responsive to the needs of students and providS&e most 
flexible and greatest number of opportunities for students. 

becond, tiiere must be quality control measures built into the 
program. Problems can develop when aid programs are operated m 
a market environment These problems documented by the GAO 
study and studies in our own State include the faUure to enforce 
adpiission standards, poor quality instruction and equipment, and 
extremely low rates of student completion m prc^ams 

Any worker retrainmg legislation must ensure that quaUty con- 
tool mechanisms are put into place. I would strongly recommend 
tba tSm committee consider using State education agencies and 
giving them the responsibility across the country for assessing the 
quality of any trammg program in which dislocated workers will 
De enrolled. 

^^d'^®**'^^"^^ ^ targeted on areas of labor market 
S;^^ ^""^^^"^ retraining legislation must mclude the 

Identification of occupations with favorable opportunities. This in- 
formation must be updated on a regular basis. In addition, we be- 
lieve trammg for entrepreneurs must be included m any review of 
occupations with favorable employment opportunities. 

I have tned to summarize for you documentation of needs for 
worker retrainmg, highlight some of our strategies in New York, 
and I would encourage a review of the bills before you in light of 
quality control needs. I encourage you to use State education agen- 
cies which have mechanisms for assessmg program quaUty, and to 
use and build upon the capacity of existing educational institutions 
across this country providing needed retraining. 

Thank you. 

[Prepared statement of James Kadamus follows:] 
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PWCPARKD StATKBONT OP JaIUS A. KaDAMUS, AfiSISTANT COMMISSIONIR FOR OCCUPA- 
TIONAL AND Ck)NTimjiNO Education, New York Stati Dipaitjont or Education 

chairman Mirtinez and members of the Subcommittee on Employment Opportunities, 
it Is an honor to present testimony on worker retraining legisiatlon. Worker retraining is 
certainly a critical issue in New York Stete and one that we ha ^ been actively pursuing In 
the past several years. In my testimony I would like to discuss the need for worker 
retraining legislation, to review some of the approaches to retraining we have taken in New 
York State and to comment on the programatlc aspects that one must take into considera- 
tion when developing retraining Initiatives. 

Our society and economy are rapidly changing and out of balance. For some who are 
thriving In information and high technology Industries, lt*s a time of great growth. For those 
who are being displaced from work that seemed solid. Important and permanent, it*s a time 
of crblSt and uncertainty. For the long-term unemployed and educationally and 
economically dIsadvanUged, the possibility of a good job and a place in society is growing 
ever remote. 

The Index of Help Wanted Ads clearly Illustrates this widening gap. The number of 
unfilled positions being advertised has steadily Increased these last several years right along 
with the unemployment rate. In 1979 approximately one million out of work people were 
classified as "discouraged workers: - no longer counted as unemployed because they had 
stopped looking for a Job. More recently, the Labor Department updated this figure to l.S 
million - the highest since the government began keeping this record 13 years ago. 

At the root of the growing imbalances and dislocations In our society and economy are 
several major transformations our State»s economy is undergoing. During the 1970^, New 
York lost population and Congressional seats to the rest of the nation. New York only 
generated a net gain of 50|000 jobs during the 1970^ while the remainder of the nation 
added approximately 19 million new jobs. Since 1970, the State»s economic base has changed 
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dramatically. The manufacturing sector has been shrinkins and the service sector has been 
mushrooming. From 1969 to 1981 New York State's manufacturing employment decreased 
by ^39,000 jobs, with most of the decline occurring between 1969 and 1975. Since the onset 
ol the most recent recession during 19S2, 60,000 further manufacturing jobs h«ve been lost. 
By contrast, during 1982 the State's employment increased by approximately 100,000 which 
means the loss in manufacturing jobs was more Jhan offset by gains in other Industries. In 
lact» ail the employment gains were due to service producing Industries. 

These shifts In the workforce translate into more jobs in the service than In the goods 
producing sector. In 19*0 there were 300 manufacturing jobs for every 100 service jobs. 
Now there are 96 manufacturing jobs for every 100 service jobs. The sharpest Increase In 
producer services during the nine years from 1972 to 1981 was an increase of 82 percent in 
jobs In business services- Employment in legal services, a part of business servlcesi was up 
an astounding 96 percent, other producer services registering substantia* gains were 
engineering and architectural services «t 68 percent, and accounting, auditing and 
bookkeeping services at 69 percent. Also considered part of producer services are the 
clerical staffs needed to support white collar workers. Today, the largest occupational 
group is clerical, whereas It used to be blue collar operatives. Consumer services have also 
been increasing. For example, during the 1972 to 19S1 period, health services Increased by 
63 percent, amusement and recreation services by 33 percent, and social services by more 
than ir J percent. 

Within the manufi*i.t-'rlag sector, a transformation Is also taking place. The heavy 
manufacturing "smokestack Industries* of primary metals (steel production, metal forglngs, 
etc.), auto production and others are being replaced by »1)|gh tech" manufacturing Industries. 
More than half of New York State's 1.3 million manufacturing workers -31.8 percent - are 
In jobs directly Involving high technology goods. Even when nunufacturers are not involved 




222 



In high technology production in sucn areas as biomedical engineering and microelectronics, 
they are ..icreasingly Incorporating automated production processes to remain competitive. 
So technology is dominating and transforming the manufacturing sector of our economy. 

Small businesses In New York are an Increasingly Important factor In Its changing 
industrial composition. Of the roughly ^10,000 hpslnesscs If. the State, 98 percent or roughly 
#00,000 are defined as small, with 100 or fewer employees. Approximately 320,000 of the 
Sute*s businesses employ ten or fewer persons, htearly one half of our State's workers are 
employed by small businesses. Today across the nation, new small companies are being 
created at the rate of 600,000 a year, in 1950, at the height of the Industrial period, the 
rate was only 93,000 a year. In New York State about 25,000 burlinesses open each year, 
adding billions of dollars to the economy. The last time so many new companies were being 
created was during the nation^ transformation from an agricultural to an industrial society. 
Small and young firms are vital In generating new ar.d replacement |obs. Between 1972 and 
1976, firms with 50 or fewer employees generated all new jobs In the Northeast. About 10 
percent of all jobs between 1969 and 1976 were generated by establishments In business four 
years or less. Much of the job growth can be attributed to Innovation on the part of smaller 
and younger firms. 

New York was asked to participate In a national consortium coordinated by the 
National Center for Research in Vocational Education at Ohio State University to assess and 
strengthen the role of the vocational education delivery system In providing an Improved 
climate for entreprcneurshlp and small business development. As part of the consortium^ 
work, I appointed a ta}k force which held a series of meetings In 198^ and has developed a 
set of recommendations. One of the task forces recommendations was to commission a 
paper to examine the economic and human value of entreprencurship and the role the 
educational system could play In establishing an entrepreneurial environment, Roger 
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Vaughan, *he author of that paperi is nationally recognized in the area of entrepreneurshipi 
and has long been associated with New York business and government. 

Mr. Yaughan provides Information in his paper which illustrates the critical importance 
of entrepreneurs In the underlying strength of New York State's and the nation's economy 
and the critical role they play In creating ne^ economic opportunltiesi especially in the 
emergence of the information4>ased economy. His paper indicates that In recent yearsi 
national employment has expanded, on averagei by two million jobs annually. This growth 
was not simply the result of the creation of two million new jobsi but of the loss of four 
million existing jobs offset by the creation of six million new ones. During an average yeari 
two million people lost their jobs when the firms that employed them cut their payrollsi and 
another two million were lost In firms that went out of business. But off-setting these jobs 
losses were three million jobs created In brand new companies and additional hiring of three 
million by existing firms — mostly by highly entrepreneurial small businesses. Existing and 
new small businesses - those enterprises employing fewer than 20 people — have been 
responsible for more than half of all new jobs. In contrast} few Jobs in any state or region — 
at most three or four percent were created as the result of businesses relocating. Small 
businesses are the most volatile sector of the economy - much more likely than large firms 
to experience a very large percentage change In their work forces. While they are major 
creators of jobsi these jobs may be less stable. 

More people are becoming entrepreneurs. Today one person In six is either self- 
employed or heads a business^ and nearly ooe new Job In four is either the head of a new 
business or self-employment — more than double the share ten years ago. By comparlsoni 
employment in the 1000 largest corporations listed by Fortune magazine i accounting for 
about 40 percent of all current jobs, actually declined In the last decade. 
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Where possible, public policy must provide support tnd direction tor the encourage- 
ment and growth of entrepreneurs. The education system has not played a major role to 
date in encouraging entrepreneurs. Traditional economics and career advice has not 
cncourased those who wish to pursue an Independent route. Education should Identify ways 
In which It can help potential entrepreneurs emerge and function within the State's 
economy. Ve have Identified several critical Issues and direction that can be pursued by 
education agencies to Improve the cUmate for entreprencurship: I) Increase the public^ 
awareness of entrepreneursj 2) Include entreprcneurship In advice on career opportunities; 
and 3) provide direct assistance and advice to new and small business, 

aearly, the changes In New York's economy as well as that of the nation arc putting 
stress on the Ubor market. These changes have resulted in problems of "structural 
•^unemployment" where worlccrs displaced from a declining sector of the economy do not have 
the skills to obtain employment In a growing sector of the economy. Barry Bluestone, an 
economist at Boston College, documents some of the stresses that are being put on the job 
market In an article entitled "Industrial Dislocation and Its Implications for Public Policy." 
(The article Is part of a collection of articles entitled "Displaced Workers: Implications tor 
Educational and Training Institutions", edited by Kevin Hollenbeck, Frank C Pratzner, and 
Howard Ro'«nJ 

Bluestone traced employment trends In four "Frost Belt" statest Massachusetts, New 
York, Michigan and Ohio. He Indicates that a sharp decline In basic manufacturing Is clearly 
evident In Michigan, Ohio, and New York, where total manufacturing job losses ranged from 
10 to 17% between 1973 and 1980. There are jobs being created In the service sector to "re- 
place" these manufacturing Jobs. However, these jobs are substantially different, creating 
-a lerlous mismatch between the skills and Income needs of displaced workers and the skill 
requirements and wage levels of the new Jobs." Bluestone talks of a "missing middle". The 
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workforce of the old manufacturing Industries was composed ol a small number of hl^ 
skilled/high wage employees, a small number of low-^ill/low-wage employees, and a large 
group of semi-skilled and skilled blue-collar ar ) white collar middle wage employees. TTie 
industries that are expaiiding in the j<irvice sector and high-technology manufacturing 
Industries have a very different make up. Bluestone characterizes it as a ■bimodai'* 
distribution, with a relatively large number of 4iIgh-skiU/hIgh-wage Jobs and a signUicant 
number of low-wage/low-»kiJl jobs but no middle that corresponds to the blue-collar 
assembly worker in the auto industry or in the steel Industry. This causes serious problems 
for the displaced workers in these industries in terms of rejoining the workforce. 
"Longitudinal data on how workers fare in the labor market alter displacement from basic 
manufacturing industries confirm that many face permanent Income loss.* 

The general decline in earnings is dlr^y related to the ean^ levels of the growing 
»nd declining industries. Many of the most rapidly growing industries arc in the low paying 
manufacturing and service sectors. The average weekly manufacturing wage Is $365. The 
average weekly service wage is $2*», As projected by the Bureau ol Labor Statistics, 
seven of the ten occupations that are expected to produce the largest numbers of new jobs 
during the 1980^ are among the lowest paying in the economy - nurses* aides and orderlies, 
janitors and sextons, sales clerks, cashiers, last food workers, general olllce clerks, and 
waiters and waitresses. One-hall ol ail current Jobs pay $13,600 or below. Two-thlrds of all 
new jobs pay $13,600 or below. 

Bluestone proposes that lederal and state governments Intervene on both the demand 
»ftd supply side of the martet to deal with the problems ol delndustrlallzatlon and structural 
ur>cmploymcnt. His recommendations on the supply side are relevant to this hearing. The 
changes that are taking place and will continue to occur in the economy will occur rapidly. 
Bluestone points out that the entire product cycle In some high-technology Industries Uke 




226 



less than 10 years from development to phase-out. Workers of the future will have be 
trained for several occupations during their working careers. Education and training will 
have to be considered as ongoing and process skills which allow people to adapt to various 
occupations must be stressed. Bluestone emphasizes that new financing mechanisms will 
have to be developed to fund education and training In the new Information service 
economy. He proposes an equity investment on the part of the federal government, whereby 
Irvdlviduals would be able to draw upon an account for training and living expenses alter 
bslng displaced and then return the funds through a surcharge on their federal Income tax. 

In addition to changes In the economy, other factors are creating the need for more 
training and retraining In New York State and the nation: changing demographics, entry of 
more women Into the work force, greater numbers of handicapped adults entering the work 
force and an Increase in adult llt^acy programs. 

According to a study prepared by the Business Council of New York State, "The Impact 
of Migration on New York State," the number of undereducated and disadvantaged adults 
rciiulrlng training has grown because of the migration patterns from 1970 to 1910, In which 
1.7 mUHon People i.^oved out of the State and 1.06 million moved In. Much of the out- 
migration consisted of young educated Individuals. By 1950, New York State had 200,000 
fewer college graduates or adults who had attended some college, 100,000 lewcr managers 
and professionals, 150,000 fewer young adults between the ages of 20 and 3^, and 300,000 
fewer members of the labor force than It did In 1975. Everywhere upstate, ai < on 1-ong 
Island, population loss was largply confined to those with at least a high school diploma. 
Nearly one-third of the State's net loss In the total labor force was In managerial and 
professional occupations. Much of the In-mlgratlon, however, consisted of undereducated, 
foreign J)om Immigrants. Nearly #60,000 people entered the State from Puerto Rico and 
foreign countries. More than 96,000 of these were without a high school education; more 
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th« 100,000 w«e member, of ,lfijles>.reflt hou«hold5. More than one-thlrd of the new 
residents ,00k low-paying, iow»kllW job, a, operator, «x) laborer,. Providing 
en.ptoyment skUU to new resident, I, another role *tew York-, training ,y,tem mu,t «rve. 

^ Retraining program, murt abo help to provide editable acce« for women to 
occupation, which meet the need, of the economy. „ p„.,cu,„ly Important ,lnce the 
major source of new worker, for New York«, economy during the next two decade, will be 
wor,en. Von^n will constitute two of every three new Job entrant,. Many are single 
parents who mujt work to ajpport their families (one-third of whom live In poverty). Yet 
n>o,t will rtlU continue to find that their Job opportunltle, are confined to clerical or secre- 
tarial work, reuu and service trades, and other work In which pay may be low and 
opportunities Umlted. For example, women are becoming self-employed at a rate five times 
th.t of m«,. yet the average female entrepreneur In 1980 earned $3,«6 compared to 
$1 1.00c for self-employed men. At the same time, blue^llar *on-.en who are being lald^ff 
from ma.,ufacturlng industries are being forced back Into the low-paying world of Vomen-, 
work," just after making a difficult rl,e In heavy Industry, the steel Industry, for example, 
employed »,JO0v«.men In production Jobs five years ago, but thit number has shrunk to 
below 3,000. o^eraUy, dislocated female workers have «,ffered a far steeper fall th«, 
their male counterparts. It take, them far longer t, Ilnd new employment. And, Instead of 
'Indin, seml-sKIIIed Industrial Jobs, they are usually forced Into low-wage clerical and 
service Jobj. 

An e<^ally ,„,portant role of retraining programs Is to help disabled people with 
^.bstantlal barriers to employment become economically self-sufficient, -^is economic 
ln<lependence benefits both the Individual and the economy o^ the State through contribu- 
tions to the tax b«e and Increased prodt^lvlty of the workforce. As the economy ,h,f., 
trom m«,uf.c,urlng to Information, service and technological occupation,, and as the 
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pcrvajWe use o! tcchfwlojy renders "knowledge" more Important than physical capacity, the 
potential productivity ol handicapped and disabled adults w/lll only Increase. In I9S2-83, 
U,93l disabled adults were enrolled in non-degree adult occupational prc^rams. Approxi- 
mately 27% ol vocational rehabilitation clients arc 19 years of age or younger; 35% ol the 
active clients are between 20 and 30 years old| 35% ol whom are between the ages ol 31 and 
50} 3% are 55 or older. Yet, only a Iractlon o^ the demand for training Is currently being 
met, a demand that will only grow as liandlcappcd youth who are part ol the "baby boom" 
leave high school and seek employment. 

Finally, in 191* the New York State Legislature enacted Employment Preparation 
Education Sute aid for adult literacy programs. A$ a result, the number of disadvantaged 
and under educated out-ol-school youth and adults demanding occupational training as they 
complete adult bajlc education, EnfiUsh as a second language, andWgh school c<iuiva|ency 
programs Is expected to double to nearly 200,000 by 1987 and to continue growing. This is 
nearly equal to the total number ol adults currently enrolled in all types of non-degree 
occupational programs. Providing employment skills to structurally unemployed adults and 
to undercducated and disadvantaged aduiu who have Just received the basic education they 
need to enter occupational training Is a central role that training programs can play in 
contributing to New York's economic productivity- 
New York State has been developing strategies to deal with the changes In the 
economy and the other factors which call for additional training and retraining. First, as a 
preventive strategy we have completely restructured our secondary vocational education 
programs. Ve have broadened the base of vocational education to stress transferable skills, 
while keeping the traditional elements oft 
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o hands-on learning 

o connectlom with businctt, Industry, and labor, and 
o preixu-ation for employment. 

At the same time, vocational education has been woven Into the structure of the elementary 
and secondary education system which will uitimately Increase opportunities for students as 
they make career and educational decisions. The key dements that define the new 
directions for vocational education in New York State include: 



(0 a coordinated program for students in grades 7-12 which effectively eliminates 
unnecessary gaps and overlaps in instruction. 

(2) a modular curriculum which allows districts the fJexibillty to combine modules in 
different configurations to meet the needs of students, whether secondary or 
adult, and 

(3) a statewide accounUbiJity system which b built on state-level proficiency 
examinations to determine whether or not students arc acquiring the necessary 
skills. 



Students going through the new vocational education program »n P<ew York State will 
be provided with broad transferable skills to enable them both to advance within and 
transfer among various occupations during their adult years. 

Secondly, we have established an employer-specific training grant program to meet 
the workforce needs of business and industry and the needs o| dislocated workers .for 
employment. Through a statewide network of ten Regional Education Centers for Economic 
I>evelopmcnt, the Education l>epartment works with firms and with economic developers to 
design customized training programs to help firms remain, expand or come into the State. 
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Money used to fund such training prosrams comes from Vocational Education Act funds > 
Title ni funds for dislocated workers under the 3ob Trainins Partnerslilp Act (3TPA), Title II 
t% funds under 3TPA and State funds under the Employer Specific Skills Training Grant 
IVogram. In I9S4» over 3^0 employer-specific training projects were funded, serving over 
11,000 participants. During 19W, It Is anticipated that more than 500 projects serving more 
than 15,000 workers will be mounted. Since the^H-ogram was initiated In the early 1980^, It 
is estimated that over 3,000 jobs have been created. 

Thirdly, and of particular interest to thb subcommittee. New York State has also 
established a tuition assistance program for dislocated wct!tfrs. Section 7 of the 
Occupational Retraining and Reemployment Act (ORRA), as amended by Chapter 7S0 of the 
Laws of 19S^, provides a tuition assistance program for dislocated workers under Title HI of 
^PA. The Act authorizes up to ^$1,500 to be paid to opproved training providers for each 
certified eligible person enrolled in a program leading to employment in designated 
occupational fields with favorable employment opportunities. In order to be eligible to 
participate in this program, training providers must be licensed or certified by the State 
Education Department, offer approved non-degree programs with a minimum of 320 clock 
hours of instruction, and provide a record of program completers and placements for two 
years prior to the date of application. 

In order to qualify for participation in the program, each dislocated worker must be 
registered with the New York State Department of Labor 3ob Service and certified as 
eligible by the local Job Service Office. Applicants must be individuals who (I) have been 
terminated or have received notice of termination or layoff from employment and are 
eligible for, currently collecting, or have exhausted their entitlement to unemployment 
compensation, and are unltkel) to return to their previous Industry or occupation; (2) have 
been terminated from, or have received a notice of termination of, employment as a result 
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oi any pcriiunf closure of a plant or fidlity; or (j) are long term unemployed ind hive 
limited opportunities for employment or reemployment in the «me or a similar occupation 
In the area In which such Individuals reside, Including older Individuals who have substantial 
barriers to employment by reason of age. The program permits, those individuals 
pwtlclpatlng to continue to collect unemployment compensation while participating In the 
training program. , 

Agencies eligible to apply include private sector employers, employee unions, 
communltyJ>ajed organizations, joint apprentice councUs, local education agencies, boards 
ol cooperative educational services, postsccondary institutions, licensed private schools, 
registered business schools. Service Delivery Area grant recipients under the 3ob TValnlng 
Partnership Act (3TPA), and Private Industry Councils (PIC), as defined by the 3TPA. 

The ORRA tuition assUtance program Is a joint venture between the New York State 
Departments of Ubor and Education. As Indicated, the Department of Ubor-s Job Service 
certllics the dislocated worker as eligible to participate in the program. The 3ob Service is 
also responsible for letting dislocated workers know about the program. The Education 
Department i$ responsible for approving programs, for certifying agencies as eligible to 
participate and for making payments to the training providers. The Ubor Department and 
the Education Department jointly determine the occupations with favorable employmeiit 
opportunities. Approximately 1.9 million dollars was appropriated for the 19«-I3 fiscal 
year for the tuition assistance program for dislocated workers under the Occupational 
Retraining and Reemployment Act. The program has been continued by the State 
Ugislature at the same appropriation level for the 198M6 f isai year. 
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! have reviewed some of the factors that point to the need for worker retraining both 
now and In the future. I have also reviewed several different types of approaches that we 
are using In New York State to deal with worker retraining and structural unemployment. I 
believe It Is clear from our experience that strong programs for worker retraining which are 
well-funded and which buUd on the strengths of existing deUvery systems are the key to 
success In retraining workers In the future. « 

In regard to the legislation proposed in HR 26 and HR 1219, 1 will leave comments on 
the specific form and financing of the training account and training incentives to those more 
expert and qualified than I. I do, however, want to Identify some criteria which I believe the 
approaches In these two Mils must be measured against. These criteria were used In the 
development of New York State's ORRA tuition assistance program which has many 
similarities to your proposed bills. 

(i) The aid provided for training should be provider neutral 



Ail types of agencies and institutions should be eligible to compete for funds and 
to olfer the needed training programs. These Include public and private colleges, 
secondary schools, vocational technical centers, community based organizations, 
proprietary schools and businesses. A competitive, market environment makes 
the overall delivery system for training more responsive to needs ol students and 
provides the most flexibility and the greatest number ol opportunities for 
students. In addition, using existing providers builds on their program and 
technical capacity and links workers retraining to other programs such as 
counseling, basic skills Instruction, and computer literacy training. 
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^2) There roust be quality control measures built Into the pfogrtm 

The results of both the General Accountlns Office's study of proprietary schools 
ind a study conducted In New York State of tuition assistance progrim funds at 
private business schools indicated that problems can develop when aid programs 
are operated in a market environment. These problems Include faUure to 
enforce admission standards, poor quality Instruction and equipment, and poor 
rates oi student completion. Any worker retraining aid legislation must ensure 
that (^laUty control mechanisms are put Into place and that the state education 
agency has responsibility lor assessing the quality of training programs In which 
dIspUccd workers can be enrolled. State education agencies have traditionally 
approved programs and enforced quality standards for those programs eligible for 
PeU grants, guaranteed student loans ind veteran's benefits. Unless we build on 
this capacity, we would be faced with Instances wh^e those workers most In 
need of retraining become frustrated because they are not properly matched 
with programs or are enrolled In poor quality programs. 

The training must be targeted on areas of labor market need 
A reUted Issue to quality control Is the relationship of the training program to 
labor market needs. Vorkers must not be retrained for jobs that don»t exist. 
However, It Is very difficult to predict what the future needs of the workforce 
will be because the economy Is *.h^nglng so rapidly. Part of any worker 
retraining legislation must Include the Identification of occupations with 
favorable employnr>cnt opportunity, and this Information must be updated on a 
regular basis. Uider the ORRA tuition assistance program, we developed a 
systeinatlc methodology for projecting those occupations with favorable employ- 
ment opportunities in the Sute. Considerable work needs to be placed into 
developing labor market projections using the combined efforts of the Bureau of 
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Ubor SUtUtlcs, the Sute Labor Department and the State Occupational 
Information Coordinating Committee. In addition, the area of ^ntrepreneurshlp 
must be Included In any review ol occupations with favorable employment 
opportunities. As I have Indicated, small businesses are an important aspect of 
our economy and new small businesses are responsible for a large proportion of 
the nation^ Job creation. Workers rnust be given a chance to train to become 
successful entrepreneurs. 



In closing, there is extensive documentation of factors Influencing the need for worker 
retraining. These include shifts in the economy, the emergence of entrepreneurs as a 
significant part of the economy, Increases In the number of women, minorities and the 
disabled In the workforce and the impact of technology on Jobs. Strategies to address the 
needs of workers must ensure that high quality programs exist which provide workers with 
relevant up-to-date skills In Jobs which are In demand. States have a vital role tn ensuring 
program quality and using the capacity of educational Institutions to provide needed 
training, t thank you for the opportunity to testify on these important issues. 
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Mr. Martinez. Thank you, Mr. Kadamus. 

You said something in the last part of your testimony about 
making the use of the moneys as flexible as they could in consider- 
ation of all those educational and retraining programs that you 
stated. The Department of Labor now certifies tiic broad spectrum 
of what programfl are certifiied that the money cotild be used for. 

Do you have problems with their broad list of educational pro- 
grams. 

Mr. Kadamus. I think what we are suggesting is that State edu- 
cation agencies in terms of the history of tuition, assistance type 
proCTams for students have a long history in assessing program 
quality. For example, under the Pell Grant Prc^ram, under the 
veterans approving agency program, the veterans program, in our 
State under the Job Training Partnership Act Program, the State 
education agency imder title HI plays a roll in approving the pro- 
grams for dislocated workers so that they can use the so-called 
vouchers that they have, the $1,500 that they have for voucher, to 
go to a retraining program. 

I think it is a mistake to simply think you can do this from the 
Federal level or to think that you can do this through the Secre- 
tary of Labor or to think you can do this through national accredit- 
ing commissions. I believe that there needs to be some— the quality 
control needs to be more based with the agencies in the State gov- 
ernments that deal with the quality of these educational institu- 
tions on an ongoing basis. 

Mr. Martinez. So, what you are saying is there should be some 
agency somewhere that approves the training programs? 

Mr. Kabamus. Yes, I am. 

Mr. Martinez. But you are saying at a Federal level it is too far 
removed from the local knowledge to really be in a position to de- 
termine what 

Mr. Kapamus. That is correct. 

Mr. Martinez. All right, I understand that. 

You mentioned— I am not sure which one of you mentioned — the 
labor market need. Do we have someplace—and I thought I saw 
somewhere, and I can't remember the publication— that the Labor 
Department does have enough statistics and projections of those 
statistics to what jobs will be, what kinds of jobs will be available 
in the future? Do you know of some clearinghouse or some agency 
that does provide on an ongomg basis determmations of what the 
job needs will be into the future? 

Mr. Kadamus. The Bureau of Labor Statistics certainly has that 
role. The problem, I think, comes when you begin to take that na- 
tional data or statewide data and b^^ to break it down by county 
or even economic development r^on. In our State, the manufac- 
turinpf survey, for example, is based on 8,000 firms. That means 
that m some of our smaUer counties they are projecting the needs 
for those counties based on a survey of one or two manuSfacturing 
firms. If one goes out of business, as Congressman Boehlert talked 
about in Cortland County, it throws off all the labor market needs. 
So, there needs to be certainly more work done in terms of getting 
more specific projections of labor market needs. 

It is our view, though, in terms of our tuition assistance program 
for dislocated workers, we only let those workers pursue occupa- 
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tions in fields in which we have determined through a methodology 
at the State level have favorable employment opportunities. 

Mr. Maktinez. So then you can at a State level determine what 
those 

Mr. Kadamus. Bight. It had to be statewide. We could not break 
it down below a statewide level and still get reliable statistics. 

Mr Martinez. Do you think that it should be broken down to a 
lower level? Let's say countywide or 

Mr Kadamus. I believe that there needs to be much more atten- 
tion to looking at labor market data on a suI>State level, yes. 

Ms. EuRiCH. I think we still don't have a good central concern for 
assessing needs. Ifs the problem of projections. If you take the Job 
Partnership Training Act, the Private Industiy Councils have done 
very well and played a real role, I think, in influencing the kinds 
of training programs people go into. But it's a quick payoff, because 
they are rewarded for giving people short training programs and 
getting them placed immediately. That compounds the problem 5 
years down the road, when that quick job has disappeared again. 
So, someone needs to be looking at the projections in a technologi- 
cal era on a larger basis. 

Man^ of these companies are national and international. So, the 
subsections of States and counties cease to be quite as meaningful 
as they used to be in assessing needs. 

Mr. Kadamus. I would agree with that assessment, particularly 
when you take a look at the changes in the job market, the rapid 
changes in the job market and the need to really have more invest- 
ment in terms of determining labor market needs. 

Mr. Martinez. Well, I would agree with you that it is a quick fix, 
one of the reasons it is a quick fix is because of the desperate situa- 
tior of the numbers of people who were losing jobs. Now, there's 
another aspect of it that I find fault with, and that is that it is 
really only serving about 3 percent of the total need. So, there isn't 
the expenditure of moneys there. 

I see where your criticism comes in in regard to the quick fix, 
but I would disagree that we can eliminate it Right now there is 
an immediate need for that. 

Ms. EumcH. Absolutely. No, you don't eliminate it. What you 
need to do, though, is look ahead to the other needs in coi^juncuon 
with it. Of course you want to place people rapidly. But if thaVs 
the sum total of the program, we are missmg the larger problem of 
continual training and more basic training so people can deal with 
the kind of knowledge, intensive problems we nave got now. 

Mr. Martinez* I agree with you that there is a need and a tre- 
mendous need for us to concentrate on basic skills and basic educa- 
tion so that they can be flexible enough to move into different 
training opportunities. But one of the thuigs that keeps reoccurring 
in my mina as I look at my district and I look at the people that 
are without employment and I look at people that have been laid 
off from jobs because of plant closures, and 1 see that their training 
was job s^ific. They were in that job a long time. 

I will give you the best example I can, Bethlehem Steel. I knew a 
lot of people, because it is in my district, that were laid off from 
there that were in the 55, 56, or 58 age group, close to retirement. 
They looked at going out and getting retrained for another job. It 
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just scared ttie devil out of them. They said, hey, we'U do whatever 
we can, odd jobs, anything until retirement. Maybe they were 
fcaxed that they couldn't be retrained. Some of them, I imagine, 
just became very frustrated. They gut to a point where they were 
not really able to learn anything else. You take them and put them 
on a job. Esi^cially when they have to compete with somebody 30- 
or 3&-years old, or even 20- or 25-years old. These younger mdivid- 
uals are more flexible. Their minds are more open. They still have 
toe capabihty of applying themselves to studying something that 
thg- need to learn. ^ 

How do you deal with all of those people? The job trend today is 
high tech onented and many of these people are never gomg to 
be^me acquainted with this orientation. I will give you another 
p^iciJar personal insight I had a lady worki^ in my district 
office. We brought computers m. It just scared the devil out of her. 
bhe tn^. She made an effort. But one year later, she had not 
learned to operate that computer. She just couldn't handle it. Her 
mind was too set. Her habits were too set at her age. She just 
couldn t do it 

.^!J®x^ P®°P^® out there like that. How do you deal 

with that problem? 

Ms. EuRicH. One way is to ask— and they are all competmg— is 
to ask the manufacturers of that computer themselves to deal with 
it They would be very glad to. 

Mr. Martinez. We liad the computer specialist come m and 
spend hours. We tried to get her over her fears. She just couldn't 
get over the hurdle. 

Ms. EuwcH. Well, there will always, I suppose, be some m our 
older age group. But, of course, the children are growing up with it 
and not feeling this fear. So, it is a problem of differentiating be- 
tween the kinds of people— take the woman or the older person you 
mentioned— displaced. We know that quite a few jobs will be cre- 
ated m sales. We know quite a few jobs are bemg created m service 
industnes of a variety. They are not all in information lines or 
lm9Wledge mtensive. But what we do need is some kind of a view 
ot just where these problems are and what we have already got to 
brag to them. Tliat s the thing I think we are missmg when we do 
mdividual bills that approach the problem. 

Mr. Martinez. In your concept of what we should do to correct 
the problems that exist out there, do you take into consideration 
aptitudes of people? 

Ms. EuRicH. Aptitude? 

Mr. Martinez. Aptitudes of people. 

M8. EtraiCH. Sure. 

Mr. Martinez. Capacity of people. 

Ms. EuRiCH. Yes. 

I was talking, for example, the other night with the head of a 
veiy big corporation m this country about what he thought should 
be done. I was thinking today you should ask him about tax incen- 
tives for trainmg; he is not the least bit interested. 
_ But ttie pomt is, I said, if you're a nationwide company and an 
international one, wouldn't you offer traming courses in your dif- 

that unemployed people could come and 
take/ We are talkmg about now specific job type training courses. 
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or some of them, of course, are remedial reading and writing. Cor- 
porations are all teaching this. You could offer those courses. It 
wouldn't cost you much of anything. Do it two or three times. Or 
transfer those courses onto packaged courses, that sort of learning 
that people could be helped to do in a small group. Sure, he said, 
there d be no problem in a thing like that. All the big companies 
would be glad to let that go for a flyer on one to two rounds and 
see what happens. 

So, when I say bring the resources we have already got to bear, v 
they are doing a good job in a lot of those corporate classrooms. " / 
Bu^ as my friend said, the little companies don't have that. It's 
only 10 percent of the workforce that gets anyplace near those good 
corporate training pn^ams. But if those programs could be trans- 
ported to all those ottier workers in various ways, it coiild help. 
And it gives us a library of courses and training programs to draw 
on. 

Mr. Martinez. Very good. 

Mr. Kadamus. We found in our work with small business that— 
we have offered a combination of what we call transferrable skills 
and job-specific skills. I don't think you can just stay only with the 
broad-base skills. 

But particularly I wanted to note, for instance, we have had in 
our State, to deal with the secondary vocational education ^stem, 
which I think is a critical need, in terms of giving students a com- 
bination of those skills such as problem solving and decision 
making, management of resources, imderstanding the workplace, 
being computer literate, in addition to job skills. I think our voca- 
tioned programs far too long in this country have been more job- 
specific, and unless we change those programs, we will have an- 
other generation of dislocated workers. 

That is the long-term preventative work that we need to do right 
now in terms of vocational education in this country. 

Mr. Martinez. Would both of you be available for written ques- 
tions? As some of the people read this transcript of this hearing, 
they will have questions. 

Mr. Kadamus. Certainly. 

Ms. EuRiCH. Certainly. 

Mr. Martinez. Thank you very much for joining us today and 
giving us the beneHt of your experience. 
We are acyoumed. 

[Whereupon, at 12:05 p.m., the subcommittee was adjourned, sub- 
ject to the call of the chair.] 
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